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A LOOK AHEAD 


New White House technique ... 
recasting the New Deal. . . another 
deficit . . . Latin American experi- 
ence. 


NEW to govern White 
House-Congress relations. 


technique is 


Mr. Roosevelt will state broad objectives: 
leave to the Senate and House the task of 
translating objectives into law. “Must” legis- 
lation is ruled out. 


This means slow motion, few accomplish- 
ments, a gradual shift of public sentiment 
from Congress to the executive. 


Left alone Congress will chase old-age 
pension farm price panaceas, 
money tinkering schemes—ending in a tangle 
of $31 different ideas. 


Bickering among Congressmen is counted 
upon by the President to result in new de- 
mands for executive leadership. Maneuver- 
ing about to start is all in the game pointed 
to 1940 party control. 


rainbows. 


Quiet recasting of New Deal machinery is 
to be undertaken. 

WPA will be tossed to Congress. Political 
pressures are to be given a chance to fix re- 
lief spending totals: provide a formula for 
apportioning funds. Transfer will take Harry 
Hopkins from the picture. 
successor is to be sought. 


A business man 


Rejuvenation is on the cards fur a once 
powerful Commerce Department. Emphasis 
will be on supplying business with informa- 
tion needed for long-range planning. More 
selling to business men of the New Deal view- 
point also is sought. 


Moderate changes in the Wagner Labor 
Relations Act will have White House ap- 
proval. The plan is to ride out the farm re- 
volt, bucking price fixing and money tinker- 
ing if either gains headway in Congress. 

A limited plan for remodelling the Fed- 
eral government's administrative machinery 
is due for piece-meal acceptance. Fear of a 
possible 1940 overturn is a strong influence 
driving Congressmen to protect friends and 
relatives with civil service status. 


Few surprises are to turn up in tne Presi- 
dent's coming report to Congress on Federal 
finances. 

Estimated outgo for the year starting July 
1, 1939, still will far exceed estimated in- 
come, rounding out ten years of deficits. 

Definite decision is reached that a balanced 
budget will not be sought through reduced 
«sending, but must come from higher na- 

al income. Needed for a balanced budget 
is a national income of 80 billion dollars. 
Estimates are that the 1939 income will be 
t ter 70 billions: against 64 billions for 1938. 

White House interest in a double budget— 
om for irretrievable cash outlays, another 
fc outlays that might be called “invest- 
ments’—is not to find expression in the new 


‘.atin-America is to prove a highly uncer- 
, partner in the new hemisphere solidarity 


propram. 
; onomic interests strongly pull many 
Latin-American nations toward the totali- 


tarian orbit. Mexican oil, Brazilian cotton, 
Argentine beef and wheat, Peruvian copper, 
V nezuelan oil, all must seek European or 
Far Eastern markets. 

American plans are to offer money in place 
markets—new loans instead of an outlet 
' commodities. Experience with nearly 
ee billion dollars of borrowing in the 1920s 
rises now to plague the lending advocates. 
Those billions in loans nearly all ace in de- 
fault. 

Odds are strongly against the prospect 
that Latin-America will become the answer 
to the dreams of American business men for 
new markets. 

The monopoly chase at home will grow 
warmer after the holidays. 

First hearings of the “monopoly commit- 
tee” reveal that business is utilizing the legal 
right to organize patent monopolies. 

Out of these hearings will come—later— 
patent law changes requiring patent holders 
to grant the use of patents to anyone willing 
to pay a royalty. A new government agency 
to fix the royalty charges and to govern 


patent use also is on the cards. 
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Troubles for Uncle Sam, Cotton Hoarder; 
Years Supply Held Under Price-control, Plan 


VAST and growing quantity of cotton is 
pied up in the hands of the United States 
Government 
Ten million bales already are in this hoard. 
Within a few weeks the total is scheduled to 
approach Che en bales, 


All of the world, if present official estimates 


are borne out, will use barely eleven million 
bales of American cotton during this cotton 
year—August, 19598, to August, 1939. 


This means that the Federal Government. at 
taxpayer expense 
ket an entire 

Attempted price control underlies the rapid 
growth of the Government's cotton hoard. Cot- 
ton on hand is held as security for price stabil- 
izing made to The 
receive the Government's cash; the Government 
gets the growers’ cotton. 


HALF BILLION INVESTED 


Southern larmers on December 10 voted by 


. Will be holding from the mar- 
years supply of cotton. 


loans growers growers 


a heavy majority to continue the program that 
enables them to 
Government loans. 


exchange their cotton for 
These are one-way loans; 
if the price rises above the loan the borrower 
can sell and retire the loan; if the price falls 
below the loan the borrower can keep the money 
and the Government gets the cotton. 

Taxpayers now have more than half a billion 
dollars tied up in cotton on that basis. 

As a result of the December 10 vote of the 
cotton growers, American taxpayers will con- 
tinue to make loans for another vear. In re- 
turn, the cotton growers agree to control the 
number of acres planted to cotton and to limit 
the amount of cotton that each grower can 
market. 

Officials frankly are baffled in their search for 
a Way out of the cotton impasse. The pictogram 
printed above reveals why this is so. 

This reason lies in the comparative experi- 
ence of the old Federal Farm Board and the new 
Agricultural Adjustment Administration. The 
Farm Board, seeking to peg cotton prices first 
at 16 cents a pound and then at 12 
quired 3,400,000 bales. 


cents ac- 
The AAA, seeking to 
peg cotton prices first at 10 cents, then at 12 
cents and now at 8 cents, already has accumu- 
lated 10.000.000 bales. 

In the vears since 1930, when Government 
set out to control cotton prices, something 
fundamental, as the experts see it, has h&p- 
pened to the American cotton industry. 

The fundamental happening is found in 
figures showing the trend of sales of American 
cotton at home and abroad, as set against the 
ability of the farmers of this country to pro- 
duce cotton. 

Back in 1930 the world consumed 22,400,000 


* bales of cotton from ever 


| 
| 
| 


| 


American 
of those 


SOUTCO, 


farmers supplied nearly 


bales. In the cotton year 1936-37 the world 
consumed nearly 31,000,000 bales of cotton——a 
gain in consumption of more than 8,000,000 
bales pplied 


but American farmers still s 
000,000 bales. Some fal 


ailing olf in 


occurred in the eott 


nsumption 
myocar, 

But now there is a new cotton year. In this 
cotton vear world use of all kinds of cotton is 
expected to approach 30,000,000 bales, but use 
of American cotton is expected to fall short of 
11,000,000 bales. Estimates made for official] 
use conclude that no more than 4,000,000 bales 
of American cotton will be 


Vear. 


sold abroad this new 
Sales of American cotton abroad in the 
1920's averaged above 7.000.000. 


The meaning of all of this is that the world is 


using more cotton, but is using a smaller 
amount of American cotton. 
And: 


As the world uses less and less American 


TITLE REGISTIRGD U. PATENT OFFICE 


Newsqvams 


Poge 


Back of the Cabinet Changes 2 
Social Security—The Next Step 2 
Keeping America Out of War 3 
News-lines Around The World 5 
The Pro and Con of National Issues 6 
Patent Laws—Hints of Revision 9 
Time Sales—Benefit or Danger? 12 


Also In This Issue 
Question of the Week: 
Should Congress Provide 
Tax Exemptions To 
Encourage Profit-Sharing? . 4 


Story of American Efficiency: 
The Toy Industry .. . ay 


“Wet' and “Dry” Trends; 
What Elections Showed 
| By Robert Barry....... 8 


End to ‘Fiscal Insanity’; 
An Economy Plea 
By Senator Harry F. Byrd . 10 


“Money Tinkerina’: 


By Chester C. Davis .... 11 


cotton, more and more of that cotton moves 
into the hands of the Government to be carried 
by the American taxpayers. Funds supplied 
flow into the hands of cotton 
growers to provide them with income while the 
price of cotton is being supported. 


by taxpayers 


To cut down the amount of American cotton 
in an effort to bolster prices enough to let the 
Government liquidate some of its cotton hold- 
ings, farmers are paid subsidies for planting 
fewer acres to cotton. Instead of planting 40,- 
000,000 as in the past, cotton growers 
now are planting about 27,000,000 acres. 


acres 


Yet offieial figures show that in place of an 
average yield per acre of 170 pounds, cotton 
farmers now are obtaining a yield of more than 
220 pounds. Fewer acres still yield large crops 
of cotton. 

American farmers easily could grow 18,000,- 
000 bales of cotton each year to fill a demand 
for 11,000,000 bales. 

Two courses now are open to the Government 
in dealing with the cotton problem. 

One course is to pull the peg out from under 
the price of American cotton, allowing this cot- 
ton to find a market at whatever price it will 
bring. The Government's specialists on the cot- 
ton problem say that this price probably would 
be about four cents a pound as compared with 
the present eight cents. At that price American 
taxpavers would lose heavily on the investment 
they now have in 10,000,000 bales of cotton. 


NEW FARM PROBLEMS 


The second course is to control the production 
and marketing of cotton even more rigidly than 
at present, while using Government powers to 
shift many Southern farmers out of the cotton 
growing business into other lines of endeavor. 
This shift, in turn, would involve new problems 
for the livestock and dairy farmers of the 
Middle West and Northwest, who then would 
face Southern competition. 

If present policies are continued, in the 
opinion of the Government’s experts, Amer- 
ican taxpayers will accumulate an interest in 
a steadily increasing amount of cotton, with an 
increasingly smaller chance of disposing of that 
cotton, 

The ten million bales now held by the Gov- 
ernment, rising at this time toward eleven mil- 
lion bales, in another year could become twelve 
or thirteen million bales, even with continued 
control over the number of acres planted to 
cotton and the limit on the amount of cotton 
to be marketed. 

Kighty-four per cent of voting Southern 
farmers have expressed themselves in favor of 
another year of cotton loans, under existing 
controls. 
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The March of the News 


IN NATIONAL AFFAIRS 


| Social security plans . . . Captain 
Eden's visit . . . Another cabinet 
vacancy .. . new foreign loans 


HE approach of the holiday season finds 

Washington busy with preparations for 

the convening of Congress at the beginning 
of the New Year. 

President Roosevelt conferred with Treas- 
ury and Bureau of the Budget officials re- 
garding his annual budget message to be de- 
livered Jan. 3. He held long meetings with 
Congressional and Administrative leaders 
over plans for the 1939 legislative program. 

Senator Barkley, the Senate Majority 
Leader, after a two-hour luncheon conference 
with the President, disclosed that legislative 
plans shaped up so far deal primarily with 
amendments to existing laws, to only a 
limited extent with new enactments. 


REVISING SOCIAL SECURITY 

Probable pattern for one of the most im- 
portant revisions of all—the amendment of 
the Social Security Act—was revealed by the 
final report of the Advisory Council on Social 
Security. The report recommended that old- 
age insurance payments be financed by equal 
contributions from employers, employes, and 
the Government, a procedure, it was pointed 
out, which would make the huge 47-billion- 
dollar reserve fund unnecessary. 

"Included among the President's confer- 
ences was a visit with the handsome Captain 
Anthony Eden, former British Foreign Min- 
ister, who came to this country to address 
the annual meeting of the National Manufac- 
turers’ Association and to confer informally 
with American leaders both in private busi- 
ness and in the Government. 

Another resignation from the Cabinet dur- 
ing the week—that of Daniel C. Roper from 
his post as Secretary of Commerce—added to 
the important appointments the President 
must make in the near future. Attorney Gen- 
eral Homer S. Cummings’ resignation, an- 
nounced a few weeks ago, is effective Jan. 1. 

Possibility that there might be still another 
vacancy was dissipated when Secretary of the 
Interior Harold L. Ickes disclosed his deci- 
sion to turn down requests that he enter the 
Chicago mayoralty race. 

With the Eighth Pan American Confer- 
ence in session at Lima, international develop- 
ments continued of primary interest. 

Progress was reported toward an agreement 
to do everything possible to stimulate trade 
telations among the countries in this hemi- 


(Continued on Page 3, Col. 1.) 
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December 19, 1938 


—Hoerris & Ewing 


THE NIGHT OF NIGHTS 


High spot of the social season at the White House 
is the annual reception for the diplomatic corps at 
which plumed cockades and jeweled tiaras dazzle 
the eye. The French Ambassador, Count de Saint- 
Quentin, and his guest, Mrs. Gereau-Dombasle 
shown arriving at the Executive Mansion. 
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BACK OF CHANGES 
IN THE CABINET 


Congress catches up with the 
Cabinet. The rise and fall of stars. 
3 More changes ahead? 


WILDLY fluctuating cycle of change that has 

run through the top reaches of Government 
for nearly six years suddenly is catching up with 
the President's cabinet 

This cabinet of major department heads has 
remained unchanged, except for two deaths, 
through all of the excitement and battling since 
March 4, 1933. 

Now, after an exchange of good wishes, Daniel 
Roper is to leave office as Secretary of Commerce 
on December 23 and Homer Cummings is tw re- 
tire as Attorney General on January 1. Rumor has 
it that other changes are in the air. Ilness long 
has handicapped Claude Swanson, Secretary of 
the Navy; the Governor Gencralship of the 
Philippines may attract Harry Woodring, Secre- 
tary of War; and business is said to be beckon- 
ine James A. Farley, Postmaster General. 

Pecfore change caught up with the Cabinet its 
cyc.e had moved in strange ways. 

President Roosevelt from the first has de- 
pended more heavily on his “kitchen cabinet” 
than on his regular Cabinet. In that cabinet, 
Raymond Moley was first to go after an argu- 
ment with Cordell Hull, Secretary of State. Then 
Gen. Hugh Johnson stepped out to be followed 
by Donald Richberg, who had helped him pilot 
NRA. George Peek, first AAA Administrator and 
White House adviser on foreign affairs, like Mr. 
Moley, was bested in an argument with Mr. Hull, 
and retired. Dr. Rexford Guy Tugwell left after 
the 1936 election. 

Through these years the Supreme Court and 
the Cabinet remained largely unaffected. 


Resignations Deplete 
Court and Cabinet 


Then came two retirements of Supreme Court 
Justices and in 1938 the death of a third, Justice 
Benjamin Cardozo. Other retirements of Justices 
are openly rumored at this time. 

When Mr. Roper steps out as Secretary of 
Commerce, if word dropped by persons in close 
touch with the White House is correct, Harry 
Hopkins, now WPA Administrator. will move into 
the vacant Cabinet position. That promotion for 
Mr. Hopkins, in turn, would open the way to se- 
lection of a Republican business man to take over 
the task of administering Federa! relief—a task 
now involved in controversy. 

The vacancy to be left by the retirement of 
Mr. Cummings may be filled—again if carefully 
placed hints are correct—by Robert Jackson, 
now Solicitor General. 

Both Mr. Jackson and Mr. Hopkins are inti- 
mates of the President and are viewed by him as 
deserving of a large measure of political success. 
In the Cabinet they would sit alongside of Henry 
Wallace, Secretary of Agriculture, an original 
Cabinet member of the Roosevelt administration 
who, like Mr. Hopkins, has been administering a 
major New Deal program. Mr. Wallace's friends 
already are hard at work gathering support for 
him as a possible contender for the presidential 
nomination in the 1940 Democratic national con- 
vention. The new Cabinet members, too, would 
Sit alongside Postmaster-General Farley, who 
now is in charge of Democratic party machinery 
and whose influence is broad. 


“Fixtures” Who Shape 
New Deal Policy 


A President's Cabinet is made up of ten De- 
partment heads. 

Out of that ten the following are spoken of at 
the White House as “fixtures”: Henry Morgen- 
thau, Secretary of the Treasury; Cordell Hull, 
Secretary of State; Henry Wallace, Secretary of 
Agriculture; Frances Perkins, Secretary of Labor; 
and Harold Ickes, Secretary of the Interior. 

In the process of change that has swept 
through the New Deal, a young RFC attorney 
who came into government service under Her- 
bert Hoover—Tommy Corcoran—has moved up 
into the limelight, and the President's son, James, 
who came to serve as a private secretary to his 
father, has left the government service. 

Through all of the change, Mrs. Eleanor Roose- 
velt, the President's wife, has retained a place of 
importance as an adviser and as a traveling ob- 
Server reporting on the workings of the New Dea) 
in the field and in Washington. 
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Trouble for Patent Office —A Backfire on Defenses— 


Two Millions for Monopoly Inquiry?—Mexicos Oil 


Patent Office authorities feel 4, 
they have been p/aced in an un- 
favorable light unjustifiably by 
testimony in the investigation 
by the Temporary National Eco- 
nomic Committee, as adduced 
by questioners of the Depart- 
ment of Justice. The result will 
be a special opportunity for the 
Patent Office to present its side 
of the case. 


* * * 


The “national defense—national 
unity” program has back-fired 
both domestically and in Latin 
America. In consequence, the 
Administration is paring down 
substantially the armaments ap- 
propriations that were to be re- 
quested of Congress. 


* 


The White House takes lightly 
reports that the Senate would be 
hesitant to confirm Harry Hop- 
kins in a different responsible 
position. Reports are that Mr. 
Hopkins, as administrator in 
charge of WPA allotments, Aas 
been especially regardful of Sen- 
atorial requests and has kept a 
record of fulfillment of those re- 


many 


Some TNEC members say they 
would like to get as much as 
$2,000,000 or more to continue 
their so-called “monopoly inves- 
tigation.’ 
run out early in 1939. 


Securities and Exchange Com- 
mission lieutenants working on 
studies for the Temporary Na- 
tional Economic Committee say 
they have been asked to begin 
their case in mid-January. Their 
presentation, 
primarily with insurance com- 
pany practices, is far from ready. 
They say, in consequence, that 
they “do not know what to do.” 


Official silence on Mexico's re- 
cent sales of oil to Italy and Ger- 
does not mean that the 
State Department 


Present 


cerned with making more em- 
ployment, but with getting the 
desired and better 
out of factories a/ready operat- 
ing at capacity. 


armaments | 


* * 


funds will 


* * * 


which will deal 


= 


isn't inter- 


stock has been the occasion, in- 
siders say, of new friction be- 
tween some of the leading fiscal 
advisers of the President. 


* * ® 


Although the Treasury is saying 
nothing plublicly on the matter, 
detailed plans are being drawn 
for legislative proposals at the 
next session of Congress to elim- 
inate tax-exemptions on govern- 
mental securities. 


* * 


Incentive taxation proposals to 
encourage industrial profit-shar- 
ing are given little chance for 
favorable consideration at the 
coming Congressional session. 
Those in the know predict there 
will be few concrete results to 
show for the current hearings. 


* * 


Word trickling from inside 
sources has it that an American 
loan to the Chinese government 
for use in buying American sup- 
plies is to be intended to stiffen 
the British attitude toward the 
Japanese govern.nent and to off- 
set pressure on France to close 


is adopted because budgets no 
longer have any real meaning so 
long as purse-string contro/ lies 
in Congress. 


* * * 


New Deal representatives on 
the “monopoly committee” de/ib- 
erately tried out an aggressive 
attack on patent practices of the 
giass industry to discover 
whether Congressional repre- 
sentatives would go along. Ab- 
sence of backfire indicates a 
more militant approach to com- 
mittee study of business meth- 
ods. 


= 


Anthony Eden is carrying 
word back to the British Cabinet 
that American official opinion is 
highly skeptical of any attempt 
to appease the world’s dictators. 
At the same time the former 
British foreign minister is said 
to have been impressed by the 
readiness of Americans to re- 
spond to the idea of a “demo- 
cratic front.” 


* 


quests. 


* * 


ested. The Department is keep- 
ing mum, however, until after 
the Lima conference. The fire- 
works will start when Secretary 


the 


road from French Indo- 
China over which supplies are 
going to the Chinese. 


A favorite New Deal inner cir- 
cle conundrum just now is this: 
“When is a dictatorship not a 


General Malin Craig, Chief of Hull gets back from South a ™ dictatorship?” The answer, over 
the Army Staff, is credited with America. At least four different plans which the New Dealers laugh, is 
the principal changes ordered see for presenting the 1940 budget of this: When it's in Latin Amer- 
in the prospective national de- Federal Government income and ica.” Great official mirth is 


fense program. One of his mem- 
oranda to the White House is 
reported to have said, in effect, 


that the Army was not con- nection 


SEC’S recent action charging 
Transamerica Corporation with 
misleading 
with 


in con- 
registration of 


statements 


outgo are being debated at the 
White House. Some Government 
economists are saying privately 
that it doesn't matter which one 


stirred by White House and 
other references to the “democ- 
racies’ of Latin America, most 
of which are ruled by dictators. 
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TOP HATS AND TIARAS...WHITE HOUSE GOES “SOCIAL” 
“SPADE-FULL” ... CHRISTMAS SPIRIT 


THE CEREMONIAL 


T is the week before Christmas and all through 

the White House there isn't a creature stir- 
ring who doesn’t realize it. 

The postman isn’t bothering to ring. He just 
trundles in with bulging sacks full of gifts and 
good wishes. The butcher boy and the baker 
boy are familiar visitors as the First Family 
prepares for the holiday season by having an 
overflowing larder all ready. 

The comparative homespun quality of the 
White House Christmas will be in decided con- 
trast to the week just past. Then the business 
of running the nation was almost submerged in 
the business of dinners, receptions, distinguish- 
ed callers and ceremonies of one sort or another. 


‘ : On the 13th, the cur- 
Cabinet Dinner tain was rung up on an- 
Starts a New 


other social season in 
Washington with the 
Social Season first formal White House 
dinner of the year—the Cabinet Dinner. The 
date, it seems, was quite apropos, for shortly 
before the dinner the Attorney General, Homer 
Stille Cummings, handed in his resignation, and 
shortly after the dinner, the Secretary of Com- 
merce, Daniel Calhoun Roper, turned in his. 
“Dear Homer” and “Dear Dan” — began the 
President's regretful letters of acceptance. 

The Cabinet Dinner itself went off without a 
hitch, under the trained eyes of experienced 
White House servitors. Eighty-eight guests sat 
down to dinner in the State Dining Room, and 
by the time the last bite of food was taken the 
vanguard of 300 additional guests began arriv- 
ing for the musicale and dance recital which 
usually are an after-dinner feature at the Exec- 
utive Mansion. 

Spotlighted was a “command performance” 
of the “Eleanor Glide”, a new dance step named 
in honor of Mrs. Roosevelt and danced by the 
team of Mayris Chaney and Edward Fox, the 
former being a protege of the First Lady. The 
next day, Mrs. Roosevelt revealed that, although 
the dance was “very attractive”, she just 
couldn't do all the steps. 

But the memory of the evening gowns and top 

" hats at that function paled by the time the Dip- 
lomatic Reception arrived, just two nights later. 
Then, as always, the sleek black limousines roll- 
ing up to the White House carried their full 
quota of jeweled tiaras and plumed cockades. 


_ 


Harris & Ewing 
WHITE HOUSE NEWCOMER 
Here is the new piano given by Theodore Stein- 
way to the White House. It replaces his former 
gift, the famous “gold piano”, which now may 
be viewed at the National Museum. The new 
piano has eagles for legs, and around it is a 

frieze depicting typical folk dances. 


Gowns that drew the women’s eyes, and decora- 
tions and sashes that commanded the men's 
eyes sent more color rioting through the White 
House in one evening than all of the other re- 
ceptions if they were rolled into one. 


Clipped British phrases, nasal twanging of 
French, the lazy drawl of Southern tongues and 
the strange sounds of a dozen different lan- 
guages beat upward toward the brilliance of the 
chandeliers. Suddenly at 9 o'clock there was a 
hush. The colorful Marine Band struck up 
“Hail to the Chief” and, escorted by military 
and naval aides, the President and Mrs. Roose- 
velt entered. Proceeding to the Blue Room, 
they halted and waited for the signal to begin 
their customary greeting to the long line of 
diplomats that slowly wound its way to them 
through the historic rooms of the White House. 

Slipping quietly up- 
stairs to his own quarters 
Wink at Some shortly after these amen- 
ities had been observed, 
Debt Matters the President left Mrs. 
Roosevelt to complete the job of seeing that the 
guests had a pleasant evening. And they, being 


A Diplomatic 


diplomats, didn’t once reveal by sign of tongue 
or eyelash that the Diplomatic Reception fell 
on the same date that the many notes of refusal 
to pay the war debts turned up at the State De- 
partment just across the street. 

Betwixt and between the two formal func- 
tions, the President had a chance to enter into 
informal consultations with dapper Anthony 
Eden, the “average Englishman” and one-time 
British Foreign Secretary who toured Wash- 
ington, stopping traffic and not a few hearts as 
girl stenographers and clerks nearly disrupted 
the daily routine of the State Department and 
the White House Executive Offices, so keen 
were they to crowd the corridors for a look at 
the well-dressed and well-pressed Britisher. 

Later the President was able to talk further 
with Mr. Eden over the teacups. And before he 
left Washington, the slim figure of Mr. Eden 
again turned up at the executive offices for an- 
other chat with the President. 

The President did find 
time to venture out of 
Rebellion” Comesthe White House during 

the week for the ground- 
To Peaceful End breaking co te at the 
site of the Jefferson Memorial. Mindful of pre- 
vious demonstrations by those opposed to the 
liquidation of some of the cherry trees which 
had to go in order to make room for the shrine, 
officials took no chances. More than 50 park 
policemen hovered about, reinforced by traffic- 
minded Metropolitan policemen and the usual 
contingent of Secret Service agents. 

Nothing happened to tax their ingenuity. The 
spadeful of earth was turned. The pho- 
tographers took their pictures. And the Pres- 
ident went home. So ended the “cherry tree 
rebellion”. 

At the end of the week, the President still 
gave no evidence of slowing down his schedule 
of pre-Congressional activity. Conferences kept 
time with the-clock, Although much of his time 
was taken with “unofficial” consultations, there 
was little doubt that sooner or later the talk 
stage would give way to action more definite. 

Certainly the holiday visit of his children and 
grandchildren would find him talkative and ac- 
tive—reading the Christmas Carol and dispens- 
ing presents. But then that is a tradition. 

Derek Fox. 


“Cherry Tree 


—Wide World 


BROADER SOCIAL SECURITY 


Proposals by 


the Social Security Advisory 
Council 


to expand the benefits of the Social 
Security Act will find an attentive audience when 
Congress convenes. Photo shows J. Douglas 
Brown, Princeton University professor and chair- 
man of the Council, in conversation with Arthur 
J. Altmeyer, (right) chairman of the Social 
Security Board. 


SOCIAL SECURITY: 
A REVISION PLAN 


Changes in the Social Security 
Act which may affect millions of 
Americans are recommended by the 
Advisory Council on Social Security. 
The proposals are outlined here. 


ESS immediate drain on employers and 

4 greater immediate benefit to workers—that is 
the formula worked out by the Advisory Council 
on Social Security, appointed by a special com- 
mittee of the Senate to study revision of the 
Social Security Act 

Under the Council's plan made public Dec. 19 
a new scheme of financing is proposed which 
would reduce the amounts scheduled to be paid 
by employers and workers in pay-roll taxes to 
finance old-age insurance. 

At the same time the Council's program does 
away with the plan for a 47-billlon-dollar reserve 
fund. 

In place of the present system calling for em- 
ployers and employes to share equally in a pay- 
roll tax, there is proposed a tripartite division of 
costs, with the Federal Government entering into 
the picture as an equai sharer in the burden. 


A System of Taxes 
To Meet the Costs 


The Act now calls for a rise in the pay-roll 
tax from the present 2 per cent to 6 per cent in 
1949. The Council would permit the scheduled 
rise to 3 per cent in 1940 to take effect, but it 
recommends that a comprehensive study be made 
of the tax system before an additional increase. 

Although it says that a contingent fund should 
be maintained to insure ready payment of bene- 
fits at all times, the Council contends that a full- 
invested reserve is unnecessary, provided t 
Government's participation in future financing 
of the program is assured 

Thus, the Council rejects the so-called “pay- 
as-you-go”" system—that is, an insurance pro- 
gram financed out of tax revenues—in favor of 
a contributory system.; Such a system based on 
individual contributions is praised as ir har- 
mony with a democratic society 

A strong case is made against any of the re- 
cent pension proposals, calling for payments of 
from $50 to $200 monthly, which have gained 
wide acceptance in many States 

Benefits conferred under the present Social 
Security Act, the Council points out, will amount 
to from 10 to 12 per cent of total pay rolls in the 
covered occupations by 1980, or about all that 
the nation’s business can afford 

Only about three-fifths of the nation’s 51 mil- 
lion persons capable of gainful employment, it is 
éstimated, are covered under the present system. 

Recommendations of the Council call for im- 
mediate inclusion under the Social Security Act 
of approximately 2,800,000 persons employed 
seamen, bank workers and employes of charital 
or educational institutions 


Extending the Program 
To Farm and Home Workers 


Farm workers and domestic employes, a Ma- 
jority of the Council concludes, should be 
brought under the Act by Jan. 1, 1940. Profes- 
sional men, farmers and other self-employed per- 
sons, it is suggested, should be included as soon 
as a practical system of tax collection is de- 
veloped. 

Under the Act now, persons who become 65 be- 
tween now and 1942 are not eligible for annuity 
payments but receive only a lump sum payment. 
The Council recommends that benefit payments 
to workers in this age group be moved forward 
to Jan. 1, 1940, and increased. 

Also, the Council recommends provision for 
young children of insured persons who die before 
reaching retirement age, for wives and widows 
of workers included in the program, and even- 
tually for persons who become incapacitated be- 
fore they reach 65 

(Further details of the recommendations of 
the Council are given on page 13.) 
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sphere. Efforts of the United 
States, however, to obtain a dec- 
laration of continental unity 
against external aggression were 
opposed by countries who feared 
such a step might arouse German 
reprisal. 

Meanwhile, progress was made 
at Washington in a new lending 
program designed to increase our 
foreign commerce. 

Secretary Morgenthau an- 
nounced the Treasury is study- 
ing broad plans for stimulating 
trade with Latin America 
through new credit extensions. 
First act in this direction was a 
10-million-dollar Export - Import 
Bank loan to International Tele- 
phone & Telegraph Company to 
give the company more capital 
for its South American opera- 
tions. 


Another Export-Import Bank 
loan was made to give China a 25- 
million-dollar credit principally 
for purchase of motor trucks and 
gasoline. 

A number of Securities and Ex- 
change Commission moves made 
front-page news. One of these 
was a bill of complaint filed in 
Federal court in Detroit asking 
that the Fidelity Investment As- 
sociation, which has sold more 
than 600 million dollars in secur- 
ities to the public, be enjoined 
from engaging in allegedly 
fraudulent practices. 

Another SEC complaint was 
filed in connection with the oper- 
ations of McKesson & Robbins, 
Inc. 

President Roosevelt, in an ef- 
fort to give the Federal Housing 
Administration greater leeway 
for its operations to stimulate 
building, raised the FHA mort- 
gage insurance limit from two 
billion to three billion dollars. 


Secretary of Agriculture Wal- 
lace announced that a large ma- 
jority of cotton farmers voted in 
the recent referenda on crop con- 
trols for imposition of marketing 
restrictions on cotton during 
1939. Refusal of farmers to ap- 
prove sales control measures for 
flue-cured tobacco and rice were 
attributed to a belief among 
growers of these crops that their 
price and supply situations do 


not warrant restrictions next 
year. 
Hearings of the Temporary 


Economic Committee during the 
week revealed a tangled network 
of litigation, license restrictions 
and business “understandings” in 
connection with the patents is- 
sued for machinery used in the 
glass container industry. The 
Committee recessed Dec. 16 until 
after the first of the year. 


NGRESS comes back to Wash- * finding that a state of war exists, in- 


4 ington 
world maps. 

The face of Europe and of Asia 
have been radically changed in the 
twilight between adjournment of the 
Seventy-fifth Congress and the as- 
sembling of the Seventy-sixth. Of- 
ficial eyes in the Capital are fixed 
more anxiousiy than ever on Latin 
America, where powerful new forces 
are are work, hard by this country’s 
back door. 

As a result of these new conditions, 
last year’s foreign policy is consid- 
ered to be as out of date as last 


to meet a new set of 


Which way America? 

Congress girds for bat- 
tle on foreign policy. 
What kind of national de- 
fense? 


The legislative picture in 
Washington. 


year's newspaper. The Administra- 
tion itself has let it be known that 
last year's national defense plans are 
equally outmoded 

To the country’s lawmakers now 
assembling in Washington this 
means that the coming session of 
Congress will have to produce an 
amended foreign policy and a revised 


scheme for national defense 


— 


New Questions Take 
Front Rank in U. S. 


Questions that only twelve months 
ago seemed of secondary importance 
to the American people now occupy 
the thoughts of voters in every part 
of the country. Thoroughly awak- 
ened to dangers by the war-crisis 
nightmare in September, the elec- 
torate now expects its Congress to 
“do something” about foreign policy 
and national defense. 

The popular demand, as it filters 
into the District of Columbia by tele- 
graph and word of mouth, appears 


to be for laws that will keep the 
country out of war and make it 
Strong in case there should be 
trouble. 


And now, as newspaper editorials 
and radio commentators remind the 
new Congress daily, it is up to the 
people's elected representatives to 
answer the popular demand with the 
proper laws. 

Question number one for Congress 
to face is: How can we keep the 
country out of war? 


The Neutrality Law: 
Should It Be Revised? 


Some members of Congress 
Senators and 377 Representatives 
voted to help keep the country out 
of war when they passed the Neu- 
trality Act in the Spring of 1937 

The Neutrality Act now on tne 
books represents a compromise be- 
tween the partisans of Presidential 
and Congressiona! control, with tne 
White House getting somewhat tne 
better of the bargain. The law re- 
quires the President, whether he 
wants to or not, to embargo arms 
shipments to belligerents and to for- 
bid them financial help and the use 
of the American merchant marine. 

There is a catch, however, that has 
enabled the President to invoke the 
Act in the Spanish war but not in 
the Sino-Japanese undeclared war. 
This catch is that the Act does not 
come into force until the President, 
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vokes it 

Almost since the first day the Neu- 
trality Act became law, some group 
in Congress has charged that it 
not a good instrument for keeping 
the country out of war. Its critics 
divide into two camps: Those who 
want to take away the Presidents 
discretionary power to invoke or not 
invoke the statute, and those who 
want to loosen the terms of the Act 
to give the President a free hand. 


LS 


The Opposing Policies 
and Their Meaning 


The theory behind strengthening 
mandatory clauses of the Neutrality 
Act is that the power to Shape for- 
eign policy should rest in Congress 
and not in the hands of the Presi- 
dent. This argument maintains that, 
since Congress changes every (two 
years, it is a better representative of 
the wishes the people than a 
President who faces the electorate 
only once every four years. Control 
by Congress would mean that the 
lawmakers would listent to the 
wishes of the people and then trans- 
mit them to the President, who 
would be required by iaw to carry 
them out. 

Pitted against this point of view is 


of 


the group that wants to give the 
President more power to use the 


Harris 


& Ew 

WAR REFERENDUM 
Representative Ludlow whose un- 
successful proposal last year to grant 
the people the right to vote on war 
may find itself up for reconsideration 


in the 76th Congress. 


Neutrality Act as he thinks best. 
Leaders of this faction would go so 
far as to permit the President to ap- 
ply the embargo clauses of the law 
to one nation in a war but not to 
its opponent 

Conceivably, in a war, say, between 
a dictatorship and a democracy, the 
President might want to help the 
democracy by placing an embargo 
any aid to the totalitarian siate 
but permitting supplies and loans to 
go to the democrats 

This kind avoritism is neces- 
sary to preserve democracy, say De- 
lievers in collective security. This 
kind of favoritism will drag the 
country into a war, argue supporters 
of a strictly neutral policy 


on 


of 


Foreign Loans 
And War Dangers 


How is the nation to Keep its purse 
strings out of a foreign war? One 
answer to this question was given in 
1934 when Congress passed the 
Johnson Act forbidding loans to gov- 
ernments that have defaulted on 


their debts to the United States. In 
effect, this law bars loans to the 
European governments involved in 


the World War 

Now a movement is under way to 
repeal the Johnson Act and make 
it possible to lend to these govern- 
ments. Hand in hand with this ls a 
campaign to start lending some of 
the Treasury's surplus gold to Latin 
America, as ammunition in the bat- 
tle for trade 

If Americans began again to lend 
their dollars to Great Britain and 
France, this country would, of course, 
have a stake in the safety of the 
governments in London and Paris. 
It is this kind of stake that wil. drag 
America into another war, maintain 
the Congressmen who want to keep 
the Johnson Act on the books. On 
the other hand, those who urge its 
repeal say that Americans must help 
the European democracies to get on 
their feet if democracy is to be pre- 
served in this country. 


The Referendum Plan 
Of Avoiding War 

The surest way to keep the coun- 
try out of a foreign war, argue a 
powerful group in Congress, is to 
give the people the power to declare 
war when it is to be fought outside 
of this hemisphere. 

Representative Louis Ludlow 
(Dem.), of Indiana, put this feeling 
into legal language in his proposed 
war referendum amendment to the 
Constitution. It provides that, ex- 
cept in case of war or threat of war 
, in this hemisphere, the power to de- 
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Herries & Ewing 
WAR BLUEPRINT 
Representative May will again offer 
to Congresss for consideration hi« 
proposal to give unprecedented pow 
ers to the Chief Executive in case 
of a national emergency. 


clare war shall be taken away from 
Congress and referred to the people 
by plebiscite. Voters would be asked 
Shall the United States declare war 
on ™ the blank space be filled 
with the name of some country out- 
Side this hemisphere 

Recent polls show strong popular 
Support for Representative Ludiow’s 
idea. At the last session of Cone 
only last-ditch fightine by White 
House kept the sugcested amend- 
ment from a vote. Two days alter 
the sinking of the gunboat Panay 
Supporters of the Ludlow pian 
lected 218 signatures on a peti..on 
to resurrect the amendment from 
its graveyard in the House commi! 
tee But when the roll call 
taken on the ue of bi ing 0 
a vote, the motion to considel 
amendment was rejected, 209 n 
to 188 yeas 

The discharge motion was up- 
ported by a majority of the Repre- 
sentatives from the interior Sta! 


and opposed by a majority of th 
from seaboard States. 


‘ 
What Defense Policy 
Does America Need? 
Question number two that troubles 
the voting and taxpaying public is 
What kind of national defense policy 
is needed? 


Congressmen whose job it is to 
steer iegislation on national defense 
through the Senate and House are 
well aware that it is difficult to make 


a nation strong on the battiefield 


» and still preserve liberty at home 


They have before them the ex- 
amples of Germany and Japan, per- 
haps the military 
in the world, that have becéme 
mighty in battle by suppressing dem- 
ocratic liderties and regimenting the 
German 


strongest powers 


and Japanese people on 
military lines 
Another dilemma of national de- 


fense is how to build a dike around 
this hemisphere to keep out inimi- 
cal European and Oriental propa- 
ganda till preserve freedom of 
the press. freedom and 
freedom of of 
the world 

An de- 
assure Max- 
imum war-time production of m 
tary taking 
cither from ca 


yet 


of speech 


enierprise in (nis part 


ther of the national 
tion is how to 


que: 


i* 


SUDDIICS 


AWAY 
much 


irom iat 


\ Plan to Regiment 


Nation During War 
May‘ i Dem of 


Kentucky, sponsors a bill to regiment 


Representative 


he nat 1 in time of war 


At the outbreak the Mays 
decree 
transac- 
He would have 
se. prices ior every com- 
service used ofr 

rod American people 
and he could change the price over- 


of war 
President 


DusINeSss 


bill would give the 
every 
couniry 


power ove! 
min ine 
modity and every 


by the 


tnt by proclamation 

] addition. the May bill would 

ve the President the right to take 
contro, | ANY resources 

ces, stock and 

é n the nation, by Presi- 
ordel 

Included in the May bill i clause 
emp ri President » draft 
bet wee twenty-one and 
this me vears old for service. Fac- 


managers, foremen and corpo- 


raion} Kientis, no matlier whal 
their age. could be similarly drafted 
to work for the Government Any 
business firm, property owner ofr 


merchant could be licensed or denied 
a license by Executive fiat Only 
publishers are exempted from this 
orde! 

In time of war the May bill would 
cive the President unlimited power! 
io reorganize the Government Fi 


nally, the bill would permit Congress 
away all war profits “above a 
rmai turn. 


re 


The May bill is understood to have 


WQMSGPALI8 KEEPING AMERICA OUT OF WAR: 


A BIG TASK FOR NEXT SESSION OF CONGRESS 


& 


liarris & Ee 


Ewing 
WAR LEGISLATION 
Senator Key Pittman. Chairman of 
the Senate Forcien Relations 
mittee, who will pilot new forcitn 
policy proposals of the Administra- 
tion through Conercess 

i¢ tacit bk of the War De- 

partment. thouch the White House | 
reported to be sceptical of its drastic 
prov ns Assistant Secretary of 
War Louis Johnson mentioned it in 
Nis annual report this month, with- 


ut going on record for or against it 


The May bill puts 


the accent on 
preparedness rather than on demo 
cratic liberties. Some critics say it 
would, in effect, set up a dictatorship 
in this country. Is this the way th 
American people want to rearm? 
Contress and public opi ion will be 
asked to decide in 19599 
One thoucht behind the May bill. 
not often mentioned openly, is that 
ail dancer of strikes would be averted 
: the President could draft labor 
Some officials of the War Departmen! 
View union activity with alarm, fear- 
j that it might hamper the mili- 
lary machine in time of war 


Labor and Capital 


Would Feel Curbs 


All these proposals carry some new 
restriction on labor or capital in the 
name of If there 
is any division of opinion on defense 
in Congress, it is most marked 
just how much control over the lle 
of the nation should be delegated to 
tne Government 

Other 


national defense 


on 


in time of war 
defense bear 
on this question of how to make na- 
tional defense live side by side with 
democratic liberties. A good exam 
ple is the proposal to take a wealth 
census of the nation in time of war, 


national Dills 


‘fered by Representative Beiter 
(Dem.). of New York. His bill would 
g:ve the Government power to seize 
4s much ot a wealth as 
eeded and bonds in return. 
Refusal to make the forced loan 
would be punishable by a jail sen- 
tence 


citizen's 


give 


Another approach to the problem 

to pile up strategic war materiais 
in peace, taxing the nation 
to do so. This is suggested by Sena- 
tor Thomas (Dem.), of Utah, who hag 
in mind that the nation lacks ade- 
quate deposits of manganese and 
other rare materials 


. 


The Chief Question 
Facing Congress 
A bold course in foreien affairs oF 
a 
Control policy by the 


e bv Congress or by the Presi- 
dent 


me 
of forcien 
peop! 


Moderate or iaws 
national deferse” 


These are some of the questions 


that the people's delegates in 
be asked to decide Degin- 
ni January 3 

Their decision—important as it 
promises to be for every American— 


ioemains a mystery to be affected by 
ne winds of world affairs 


and pubdiic opinion 


the prevai 


- 


The ently tend ther 
cae be treme he Leted States 
wenter The 

Seecial, Amerce premeer 


betwee Lee City 
oa on Loewe 
were 
Chee? Treffe 
Officer 
160! 
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T'S THE story of a great national 
network of bakeries, spaced so that 
every zrocer in the country is within 
a day's journey of en NBC oven, to 
assure quick deliveries and freshness. 


a THE story of a great system 
of “quality control” that brings 


“quality 


Biscuit. 


ucts. 


THE STORY 
GREAT CRACKER 


HE story of Uneeda Biscuit could 


readily be the story of National 
Biscuit Company. 


ye IT’S the story of a great food 
laboratory where NBC 
control” starts—where all ingredients 
tests that must establish 
their absolute purity. 


NBC men right into the stores to 
check freshness at the point of sale. 


T'S THE story of pioneering in 
package protection, ever since Na- 
tional Biscuit Company startled the 
food industry 40 years ago with Am- 
erica’s first packaged cracker—Uneeda 


ES, Uneeda Biscuit, still the na- 

tion’s most famous cracker after 
40 years, is truly a symbol of quality 
that characterizes every one of Na- 
tional Biscuit Company's 500 prod- 
That is why NBC is today the 
leading baking company in the world. 


Look foe this Sea. oF Perrect Bakine which idenilifuas 
producti of NATIONAL BISCUIT COMPANY 
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The Question 


Gen. Robt. E. Wood * 


Chicago Ill.; President, Sears. 
Roebuck & Co., 


answers: 
HIS plan ‘the Sears. Roebuck & 
Co. profit-sharing plan) has been 
successful for us but it is not one 
that can be recommended for gen- 
eral use. 

Profit-sharing cannot 
tuted for good wages 
Supplement to wages rather than 
any substitute. To make the plan 
successful, sustained and good earn- 
ings are necessary. 

We believe, if adopted generally, 
that profit-sharing would lead to a 
more flexible wage scale. As every 
economist knows, there is a very Se- 
rious danger existing in the rigidity 


be 
t must be a 


of wage scales in this country in 
some industries 
From our observations. we think 


that the greatest fear of the work- 


er today his insecurity in the 
midst of a very complex industria! 


civilization. Anything that tends to 
relieve that insecurity and that gives 
the worker a chance to accumulate 
a modest estate will make him a 
more useful and contented cilizen 
We think, in the long run, it is not 
Only good ethics. but good business 


M. B. Folsom 


Rochester, N. Y.: Treasurer, 
Eastman Kodak Company. 


answers: 

adopted in 1912 a profit-shar- 
ing plan and we paid a wage 

dividend to our employes every year 

Since that time with the exception 


of the depression year 1934. The 
wage dividend is dependent each 
year on the earnings of the com- 
pany 


We make no restrictions whatsoever 
as (oO how the employe can use thal 
money. and the amount is increased 
or decreased as the dividends to the 
common-stock holders increase or 


aecrease 

We have never considered this 
Wage dividend as a substitute for 
Wages, and it ls not taken into ac- 


count by the company in establish- 
ing our wage rates 

We are not inclined to favor any 
special tax exemption or the grant- 
of tax awards in order to en- 
courage profit-sharing. We do not 
ike the idea of using taxes to in- 
fluence action of this type, but they 
&ould be for revenue purposes only 


ing 


We doubt if a compensatory tax 
exe to promote profit-sharing 
be practical. It would be dif- 
heu.t. if not impossible, to apply a 


method of determination that would 
avoid in al 


| Cases a possible tendency 
wace rates to offset profit- 


Richard R. Deupree 


Cincinnati, Ohio: President. 
Procter G Gamble Co.. 


answers: 
E ask the employe to put up 5 
per cent of his money for six 
years out of his wage. and we add 
profit-sharing to what he has put 
up. Usually we put up two for one 
oO! like that ratio. In six 
years he has a paid-up account olf 
$1 
A successful 
must 


some 


profit-sharing plan 
be based. 1 think, upon paying 
the ruling wage of the community, 
and profit-sharing, or whatever you 
do, must be plus. I think it is a bad 
mistake to try to cut the wage be- 
low prevailing unit and then 
give profit-sharing to make it up 
Our workman has his guaranteed 
employment, which is fundamental, 
to me, even more than profit-shar- 
ing. in any Dusiness which can do it; 
and not all Dusinesses can do it 
have guaranteed since 1923, to all 
employes who have been Wilh Us over 


ine 


two years, at least 48 weeks’ work 
per veal We have had no major 
labor troubk 

As to the tax relief plan, if you 
put an incentive in front of a man 
to do a job. 1 think it would stimu- 
late his thinking tremendously. but 
that alone would not do it tu an 


educational job 


Edsel B. Ford 
Dearborn, Mich.: President, Ford 
Motor Company, 


answers: 

'E nave had a policy since 1914 

of paving what we think is above 
the going rate of wage in our in- 
qustry. We started out by announc- 
ing what was called a profit-sharing 
plan in January, 1914, and that was 
when the so-called $5-a-day mini- 
mum wage was introduced. 

This profit-sharing plan continued 
In force until 1920, when a minimum 
hourly rate of 75 cents an hour. or 
$6 a day, was established, and the 
profit-sharing factor, so-called, was 
cranged to a straight $6-a-day mini- 
mium wage. The rates were changed 


substi- 


| the capital 


We 


W 


GEN. ROBERT E. WOO 


D 


on various occasions. and the mini 
mum has been increased from $5 to 
$6 a day, which prevails at present 


During the period in which the 
profit-sharing plan was in effect, the 
amounts paid out in excess of the 

tablished wace were approximate! 
$77.565.000;: that would be from 1914 
tc 1919. Then after that we went 


on a Straicht dally wage 

The next scheme was the so-called 
cash bonus plan. This was paid to 
the employes in the years 1920 and 
1921 for the years of 1919 and 1920. 
re These bonuses were 
based upon employes’ rates of pay. 


pecuively. 


together with leneth of service. and 
amounted to approximately $6,750.- 
000 a vear for those two vears. Ths 


bonus plan was discontinued on Jan 
- 1921, tn lieu of which salaries and 
wages were increased 
ately. 


proportion 


We have at present a so-called in- 


vesitment plan, inaugurated in Janu- 
ary. 1920. This plan extended to 
every employe the privilege of de 
positing with the company a per- 
centage of his wage or salary, on 
which he received a guaranteed rate 
of interest, plus a special return paid 


“mi-annually as determined by 
board of directors. Including 
ments to June 30, 1938, the 
interest and special return under the 
investment plan amounted to $27.- 
613,000. made up of guaranteed in- 
terest of $15.773.000 and special re- 


the 
pay- 


total! of 


turn of $12,039,000. That is profit. 
sharing 
We feel we have never had any 


labor trouble. We have tried to be 
more than fair. We have believed 
earnestly in paying just as high a 
Wage we possidDly can. 


R. C. McKenna, 
Latrobe, Pa.: President, 
Vanadium-Alloys Steel Co.. 


answers: 
UR profit-sharing plan was 
adopted in 1920. although it did 
not become effective until 1923. on 
account of the business depression in 

1921 

At the close of each fiscal year, 
calculation is made to determine the 
working capital to be used as a basis 
for bonus calculation. This base 
stock and surplus less 
the cost of securities owned. There 
from earnings prior to 
any bonus calculation 7 per cent of 
the working capital thus arrived at, 
and the amount of dividends and in- 


is 


aside 


set 


terest received on investments: and 
a reserve for Federal and State 
taxes. The net profit for the year is 


reduced by a total of these reserva- 
tions and 25 per cent of the remain- 
der is set aside as a bonus to em- 
ployes 

An individual employe's participa- 
tion in the bonus is figured on three 
lactors—responsibility of posipion, 
value of service, and length of serv- 
ice 

This plan positively has been un- 
derstood by our employes. It has 
been very helpful the company 
It pays from the business standpoint 
and it enables us to run our com- 
pany without nearly as much super- 
vision as would be necessary if we 
cid not have such a plan 

Our iabor turn-over is practically 
nil. The men are not organized and 
we never had any labor trouble. A 
great many of our employes are 
s.ockholders. 

As to the relation between the 
amount annually distributed to the 
employes as profit-sharing and the 
amount distributed as dividends, to 
stockholders, we distributed in 1937 
$247,000 in bonus and $960,000 in div- 
idends. 

I have no doubt our profit-sharing 
plah has increased the efficiency of 
operations ol our plant sufficient to 
justify it to our stockholders. Our 
stockholders, directors and the man- 
agement are all of that opinion. 
Plans identica) or not identical bui 
modeled after this plan, have been 
adopted in two other industries in La 
trobe and they work successfully, and 
they have been adopted by a larger 
piant in Pittsburgh and have worked 
successfully there. 


Lo 


TITLE REGISTERED 


‘John A. Brown 


New York City: Chairman of the 
Board, Socony-Vacuum Oil Com. 
pany, 


answers: 
N our view from 
| fa company that 
goes for the benefit of the members 
of the organization, above the reau 
lar wage 
sharing 
ways 
We have had a pension plan oper- 
ating as far back as 1903—a contrac 
tual pian jointly financed by the 
company and its employes. We con 
sider it a form of profit-sharing 
There are about 35,000 employes in 
United States and 
covers who to 


any contriou.uon 


scaic, 


It 


is a 
may 


profit- 


take a o! 


~* 
Varit 


the our plan 
parvicipa le 
which is about 92 per cent 

In 1937, 


all wish 


of them 


ine Cost this pian to ine 
company was $6,747,000, or about 118 
per cent of the net profits. Our divi 
dends on stock, by way of compari- 


son, were approximately $25,000,000 


it, OUT Pian, Unemployment. insul 
ance and old-age pensions were 
neariy 4 per cent of the net profits 
We think the pian is helpful in 
¢stablishing loyalty and efficiency: to 
what degree, one would find it diflll- 
cult to say. The fact that 92 per 
cent of employes are in it, entirely 


voluntarily, contributing part olf their 
pay to the pian, I think is fai 


ciusive evidence that they like 


it and 


that it Means something important 
to them. I would not want to give 
., up and I am quite sure the em 
pioyes would not 

I certainly would not want to sa) 


I would be opposed in principle to 
anything that could be devised to im- 
trove employment in private indus 
try 

Il do 
upon mysell 


industri 


think I 


answel 


lake it 
re 


not shouid 


pt Ch 


‘ss other than our own 


H. Boardman 
Spalding 


New York City; Chairman, Gov- 
ernment Finance Committee, Na- 


tional Association of Manufac- 
turers. 

answers: 

TOU can make incentive taxation 


directly with respect to anything 
you want accomplish or you can 
make incentive taxation in an indi- 
rect manner. All taxation, of course, 
-n that respect is going to be an in- 
centive to do something or not to do 
sumething in greater or less degree. 
When the 1918 law—I think it was 
— imposed a tax of 80 per cent on ex- 


SA 


Ley 


Harris & Ewing 
H. BOARDMAN SPALDING 


cess profits, there was created a very 
strong incentive on the part of busi- 
ness to indulge in expenditures which 
they could charge to expense, such 
increased advertising, increased 
promotion, various things of that 
kind, which they probably would not 
have done if there had not been that 
heavy a tax, because they could say, 
“Well, the Government pays 80 per 
cent of that cost.” 

The National Association of Manu- 
facturers have taken no definite po-. 
Sition as yet On the subject of direct 
loxation, except that, so far as they 
have expressed themselves, they are 
opposed to it, but they are still open 
for further consideration even of 
that direct form of incentive taxa- 
tion. The executive committee passed 
this resolution 

We are opposed to the pro- 
posal that any special tax re- 
lef or incentive be granted to 
companies having regularized 
employment, except as they may 
exist under State unemployment 
compensation laws. Any such tax 
treatment in the general tax 
laws would tend to subsidize em- 
ployers who find it economically 
feasible to regulate production 
and employment.at the expense 
of those who are unable to do so.” 

When, however, you enter the 
broader field of what we may cal! 
incentive taxation by trving to make 
such changes in the tax laws as will 
remove, lO some extent, the deter- 


The United States 


he Wee : 


S. PATENT OFFICE 


News 


Shall Congress undertake a program to encourage—by 
tax exemptions, by tax rewards, or otherwise—the prin- 
ciple of profit-sharing in industry so as to make it apply 
to the largest possible number of workers in this country? 


Ever since Congress adjourned last June, a Senate | 


Finance subcommittee, 


vestigating this question. 


legislation. 


comprising Chairman 
‘Dem.), of lowa, and Senators Vandenberg (Rep.), of 
_ Michigan, and Johnson ‘Dem.), of Colorado, has been in- 


Herring 


| 
Hearings just closed developed | 
a wide variety of views for and against any general | 


| 
What do the leaders in business and labor think about it? | 


| The questions submitted to them included: | 
| '1) What is your experience, or your observations, | 


or your views, with respect to existing profit-sharing 
systems between employers and employees? 


(2) What contribution, if any, may be made by the | 


Federal Government to encourage profit-sharing, and 
should this include the Government's granting of 
compensatory tax exemptions and tax rewards when | 
profit-sharing is voluntarily established? | 
| What recommendations would you make in 
pursuit of these objectives? | 
Excerpts from answers to these questions of the com- | 
mittee are presented herewith. | 


rent that the present tax laws have ® pay 


risks, I 
can be 


the taking of business 
think you have a field that 
very profitably explored 
The manufacturers think that the 
general revenue laws should be used 
lJ raise revenue rather than to ac- 
complish some ulterior purpose. They 
bcleve thai 


if they concede the prin 
ciple of incentive taxation, thev 
at the same time conceding the 


side of the thing. 


are 
other 
punitive taxation 


Lammot du Pont 
Wilmington, Del.: President, E. |. 
Du Pont de Nemours and Co.. 

answers: 


HAVE not yet been able to discover 
what seems to me a practical 


' method for the Federal Government 


to introduce any plan of rewards or 
penaities in the tax system which 
Will promote the exercise of sound 
business judgment. It seems to me 
that the raising of revenue should 
be the primary aim of direct Federal 
taxation 

Profit sharing. as commonly under- 
stood and practiced, has, I believe. 
frequently proved to be unsatisfac- 
tory because it has sometimes been 
used as a substitute for higher wages. 
and has at any rate usually intro- 
duced an added element of uncer- 
tainty in the worker's income 

Directly or indirectly. it is difficult 


to share profits without sharing 
losses. 
I believe in paying high wages 


based on efficient performance, and I 
believe in rewarding well those who 
carry the responsibility and accord 
ingly take the biggest risks in busi- 
ness. 


R. V. Fletcher 
Washington, D. C., General 


Counsel, Association of American 
Railway Executives, 


answers: 

NCENTIVE taxation might help to 

release a tremendous back-log of 
railroad equipment purchases that 
would put 500,000 men at work in the 
heavy industries. 

There is need to expend a large 
amount of money to rehabilitate the 
railroads. To purchase new cars and 
locomotives, to repair present equip- 
ment, to provide new rails, ties and 
ballast and to make other improve- 
ments, it is safe lo say that the rail- 
roads could spend a billion dollars 
annually. To rehabilitate equipment 
and track alone, at least $600,000,000 
could be spent annually in the next 
five years. 

To make this possible, there is need 
for improvement of railroad credit, 
so that the railroads can tap sources 
of credit now not open to them. 

Such a railroad rehabilitation pro- 
gram would be in the public interest. 
It would stimulate industrial activity 
in this country. It would bring in- 
creased efficiency in railroad opera- 
tion. It would provide employment 
for approximately half a million em- 
ployes in industry and increase some- 
what the number of railroad em- 
ployes 

Taxes place a heavy burden on the 
railroads—especially the taxes im- 
posed by the States. If the Federal 
Government in determining the taxes 


'©n railroad property would take into 


consideration the amounts the rail- 
roads spend on rehabilitating their 
property, then that policy might have 
some effect on the States. 

The railroads should not have to 


— 


Federal undistributed profits 
taxes on the money put into new 
equipment 


There is no doubt that if the rail- 
roads could have continued to buy 
as much equipment and materials 
through the depression as previously. 
there would have been no necessity 
for the tremendous relief expendi- 
tures that have been made 


Norman W. Wilson 


Erie, Pa., General Manager, 
The Hammermill Paper Co., 


answers: 
UR profit-sharing plan very 
hard to describe because it cer- 
tainly is not exclusive profit sharing. 


is 


It is a combination of wage and 
bunus. 
The officials, the department 


heads, the superintendents, the fore- 
men, all participate in the same sys- 
lem. Those who can contribute most 
lo the earnings of the company ob- 
lain the jiargest percentages. and 
those who can contribute less ob- 
tain the smaller percentages. Our 
employes do not obtain the full go- 
ing wage for this, that and the other 
type of work, but with the wage and 
bonus combined they are better paid 
considerably than those who do not 
have this system. 

All employes do not share in this 
bonus plan. We tried it all the way 
through the business at one time and 
we found there were enough people 
who did not understand the prin- 
c.ple that it could not apply to all. 


It was all right when income in- 
creased, nobody questioned it, but 
when income of the company de- 


creased, and therefore the income of 
the employes, some of them could not 
understand it. They considered their 
wages were being cut and we with- 
drew it. Now we have. except 81 out 
of roughly !,400 employes, everybody 
either on profit-sharing or on a pre 
mium or something of that kind, and 
many of them on both. 


There is nothing quite equal to in- 
dividual opportunity and incentive. 


GERARD SWOPE 


Gerard Swope 
New York City, President, General 
Electric Company, 


answers: 


N 1934 we went to our stockholders 

and said, “We want a really 

honest - to- goodness profit - sharing 
plan for our workmen.” 

We had been paying at that time 
8 per cent on the old par value of the 
stock, and we said after we earned 
that fixed basis, which is the stock- 


| te true profit-sharing 


- 


n, we want to take 12.5 
per cent the net profit, as show 
Dy our books and as reported to our 
stockholders, and distribute that 
among the working people. That was 
done 
In 1937 
1936 it 


not 


of 


we distributed $5,700,000 
was $600,000: in 1935, it 
anything; in 1938 I do not 
Know that there will be anything, but 
if there is, it is going to be smal] 

Profit-sharing is not in lieu of fai: 
Wazes and saiaries. That 
the great mistakes that sometime 
has been made. It is not in lieu of. 
st Must be in addition to 

If your profit-sharing amounts to 
a large amount and the man does not 
Save it, you have really done more 
harm than good. You have got 
accommodate it, it seems to me, with 
an educational program 


in 
was 


is one 


Lo 


teaching 


inat it must not be regarded as a 
part of the workmen's annual! in- 
come; it iS something extra and 
should be put aside for the rainy 
Gays that do come. With this edu- 
cational program, the matter should 
be made as largely optional in the 
bands of the men as possible 

It should be made intelligible to 
them what the basis of profit-sharing 
ic. We make a report to our em 


piovyes shoving our sales, our profits. 
then the amount of profit-sharing 
calculated, which they are at liberty 
verify 

As to the question whether profit- 
sharing is 2ood business for our com- 
I think so, but I do not 
Speaking generally, I fav 


sharing on a practical basis and 


p. my 


Know 

or pront 
in- 
cenlive taxation On a practical basis 
but far can extend in 
ve taxation I do not Know. It is a 
dificult problem 


how you cen- 


Alfred P. Sloan, Jr., 


New York City, Chairman of the 
Board, General Motors Corpora- 
tion, 


answers: 


4° to profit-sharing, there scems 
fA to be much confusion in defini- 
tion. Many plans adopted by indus- 
try to help the worker have nothing 
tu do with profits and might better 
be called “benefit plans.” And there 


ALFRED P. SLOAN, JR. 


are only a limited number which are 


really true profit-sharing pians i) 
fact 
My viewpoint as to true profit 


Sharing is (that it is not applicable as 
a broad procedure simply because 
cutside of a limited number of special 
cases that always arise. there are not 
sufficient profits to apply an equita- 
ble formula and to mean anything 
consequential to the worker except 
perhaps in limited periods of pros- 
perity. 

In addition to profit limitation, I 
believe there are other real objections 
Therefore, its 
vse should be determined by the 
judument of individual management 
vithout the application of the tax- 
jncentive principle. 

What industry can afford to pay to 
the worker, in addition to the 
economic wage, can Dest be used for 
promoting stability of work, stability 
of income, or both. We need to sup- 
piement the worker's income in poor 
years, rather than to try increase it 
in the good years 

Our experience in Genera! Motors 
has taught us the best plan is the 
biggest pay envelope that is possibie, 


highest 


| under any particular circumstances, 


supported by the maximum possible 
protection against the business cycle, 
the seasonal trend and incapacity to 
work. Anything that can be done 
te promote those genera] objectives, 
the tax-incentive principle. is 
both socially and economically desir- 
able. 

The best application of the tax- 
incentive principle appears to me to 
be a reduction of the genera! taxes 
on business, because it has the eco- 
nomic effect of reducing prices and 
stimulating greater productivity of 
industry, resulting in the expansion 
of present units and the development 
cf new products so essential to an 
advancing standard of living. 


‘2 


December 19, 1938 


SHOULD CONGR®SS PROVIDE TAX EXEMPTIONS 
TO ENCOURAGE PROFIT-SHARING IN INDUSTRY? 


HOlders’ retur 


C. P. Cooper 


New York City: Vice President, 
American Telephone and Tele- 
graph Co., 


answers: 
UR view is that, for industry as @ 
whole, profit-sharing as a na- 


tional policy would not be helpful. 
Similarly, it ls our betief that the 
principle of incentive taxation is une 


sound as a national policy 
All taxes are restrictive. but they 
must be levied to provide for the ex- 


penses of Government. We believe 
that to influence the course of busi- 
ness by either penalties or incentives, 


ar far as taxes are concerned, is une 
Wise 


John L. Lewis 


Washington, D. C.: President, 
Congress of Industrial Organiza- 


tions, 
answers: 
of plans of 
4 profit-sharing between employers 


and employes presupposes the exist- 


ence of profits to be distributed. 
However, labor has not been afforded 
in tne pa any opportunity to pare- 
L.cipate in the affairs of manage- 
ment which may result in either 
pront or los 

The price policy and volume of 
production of any corporation, to 


mention but two determining factors 
the question of profits, are never 
negotiated with the labor unions rep. 
resenting the emploves. The rate of 
profit lies entirely in the hands of 
management 

Yet it 
accept 


in 


has been urged that labor 
part of its just compensa- 
On parcvicipating share in profits 
which are completely beyond its con- 


AS 


trol or influence Labor's disillu- 
Sioned experience in regard to profit- 
sharing plans has been that they 


have been used as a device to avoid 
the payment of an immediate decent 
wage and made labor dependent 
upon haphazard industrial and 
financial policies of management 

A worker and his family must live, 
and his only source of income for 
livelihood is his wages. A period of 
falling income and profits for indus- 
try. due to its own miscalculations or 
mishandling of its aflairs of man- 
agement, must not carry with it an 
equivaient Siashing of wages. 

Labor cannot eat or live on hopes 
of participation in profit-sharing 
pians. Immediate higher standards 
of living achieved through collective 
bargaining with labor unions is the 
best guarantee policy for the con- 
t.nued expansion of industrial ace 
tivity and profits from management. 
William Green 
Washington, D. C.: President, 
American Federation of Labor, 


answers: 
ROFIT SHARING in the strict 
sense means a pian to share net 
profits with employes. Some have 
used the term in a broad sense, mak- 


ing profit-sharing include types of 
bonus payments, insurance or sav- 
ings plans, stock ownership, and pro- 
Gcuction bonus, such as gift or merit 
bonus, per cent-on-wages bonus, cost 
of living bonus, and service bonus 
The difficulty of including these 
pians in profit-sharing is that they 


are a part of the wage structure and, 
therefore, production charges 


ar 
“as 


and must be charged off before 
proiits can be determined and 
vided 


A British Ministry of Labor study 
(1936) showed that out of 532 bona 
fide profit-sharing plans in that 
country 330 or 62 per cent had been 
discontinued. The National Indus- 
trial Conference Board in its 1937 
Study found that in this country 96 
cut of 161—or 60 per cent—had been 
abandoned 

Dissauislaction of employers or em- 
pioyes was found to be the cause for 
discontinuance of 26 per cent of the 
British plans and 29 per cent of the 
American Substitution of higher 
wages, shorter hours or other bene- 
fits replaced profit-sharing in 11 per 
cent of the British companies and 
in 14 per cent of the American. 

The American Federation of Labor 
is unalterably opposed to using the 
lax power of the Government to pro. 
mote profit-sharing plans. We are 
squarely opposed to amending the 
Social Security Act to provide tax 
credits for funds allotted to profit- 
sharing or any similar purpose, how- 
ever worthy they may be in them. 
selves 

Costs of administering social se- 
curity already are too high—between 
forty and sixty millions of dollars— 
Gue to our inexperience in the field 
and to very complicated provisions 
in our laws. Merit rating provisions 
in the laws not vet in effect will defi- 
nitely increase these costs. The Fed- 
eration believes these provisions 
should be removed. Credit for profit. 
sharing would multiply the difficul- 


; ties and the costs. 
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The United States News 5 


GERMANY 


ILHELMSTRASSE __ receives 
fourth and strongest U. 5S. 
protest. 


The American State Department is 
anxious to hear what reception its 
latest note of protest on discrimina- 
tion against Americans because of 


race or creed will receive in Germany. | 


Included in the note to Berlin, de- 
livered at a command from Wash- 
ington, Was a paragraph pointing 
out that Germans are subject to no 
discrimination in this country due to 
race or creed. 

The latest note is 
series that began May 9, none of 
which have been “satisfactorily” 
answered by the Nazi government. 
In the latest protest usual diplomatic 
civilities are pared to the bone but 
the note does not contain a threat 
of punitive action 


ITLER summons White Rus- | 


sian “czar” for Ukraine talk. 


King Carol of Rumania may have 
Started a juggernaut when he liqui- 
dated the semi-Nazi Iron Guard 

Now Hitler—as implied by his book, 
“Mein Kampf"—appears to be pre- 
paring the ground for a coup in the 
Ukraine. Parts of Rumania, Russia. 
Poland and Czechoslovakia would be 
affected. They harbor a total minor- 
ity of 50,000,000 Ukranians who are 
generally restive and might be ready 
listeners to propaganda prepared by 
Dr. Josef Goebbels, German Minister 
for Enlightenment and Propaganda 
In addition, the White Russian Grand 
Duke Viadimir Cyrilovitch, who 
would be Czar Viadimir II if Russia 


ews-lines 


TITLE SPCISTERED PATENT OFFICE 
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fourth of 


LIMA FOR 


HE SAID “NO POLITICAL SIGNIFICANCE” 


Anthony Eden (right), former British Foreign Secretary, calls 

on Acting Secretary of State Sumner Welles as a prologue to a 

visit with President Roosevelt and two days of seeing the Capital's 
sights. 


AROUND THE WORLD: NAZIS STRAIN U. S. PATIENCE: 


LOWER PRICES 
DODGE 


LOWER TARIFFS: A PUTSCH IN UKRAINE? 


# condemning aggression by an Ameril-* why Lithuania, which has owned it 
can republic as well as by an out- Since 1924, wants to keep it 
sider. This is believed aimed at France and Great Britain have 
“Yankee imperialism”. filed official pleas to Germany asking 

Eight existing peace pacts are be- that Memel's integrity be respected 
ing rolled into one and a gesture for but the 87 per cent Nazi majority is 
peace in Spain is being discussed. a powerful explosive. 

Mexico is pushing a proposal to bar 
use of force in upholding economic 
interests abroad. The baakground for 
this is Mexican expropriation of 
American and British oil wells last 


JAPAN 
RMY spokesman admits Chi- 


Spring. 

Some declaration against propa- nese guerilla activity. 
ganda from Europe and Asia may It may take a long time for the 
evolve. Brazil wants it, due to her Japanese silkworm to swallow 


the | 
large German minority. The United | 
States desires it for strategic reasons. 


Chinese dragon. 


A Japanese army spokesman has 
admitted that 


: 


Chinese “irreguiars” | 
' are active near Shanghai. Hankow | 
SOVIET RUSSIA | and Nanking Guerilla warfare | 


against the Japanese invader prom- | 
—Harris & Ewing \ OSCOW embarrassed by arrest — ises to become more intense with the 


of two spies in Los Angeles. | announcement that Chiang Kai- 
| Shek, Chinese Generalissimo, has 
adopted the tactics of the Commun- 
ist Army, which are to “hit and run.” 
If this type of fighting becomes the 


There are some red faces in Red 
Russia as a result of arrest of a Rus- 
Sian tourist agency official and a 
former California policeman in Los 


TAKE A LOOK- 


THATS ALL DODGE AS 


Angeles on charges of stealing mili- | TU. there will be fewer pitched bat- 


had a throne. has been called to see * this 


Hitler 

Shooting of the Iron Guard liead- 
ers in Rumania is said to have 40 
angered Hitler that he ordered a 
speed-up in pressure on the Ukraine 


CZECHOSLOVAKIA 
ARLIAMENT reshapes state 
on dictator lines. 


No wreaths mark the passing of 
democracy in Czechoslovakia, ye' 


AXIS VS. AXIS: 
ON THE RISE IN EUROPE 


AXIS—A straight line, real or 
imaginary, passing through a 
bedy, on which it revolves, or 
may be supposed to revolve. 


So says Webster's 
tional Dictionary 

Four statesmen of Europe—Hitier, 
Mussolini, Chamberlain and Dala- 
dier—may well have pondered often 
over this definition since the Munich 
conference and asked themsrives 
this question: Is an axis real or 
imaginary? 

The axes on which roi) the politics 
of Europe are now two: One running 


New Intermna- 


from Rome to Berlin, the other from | 
Paris to London. Signs are appear- | 


ing to show how much reality and 
how much imagination go to form 
these axes 

When Adolf Hitler seized Sudeten- 
land the world saw that when Ger- 
many revolves, its partner Italy re- 
volves. But recently when a gesticu- 
lating group of Italian deputies 
shouted “Tunisia” in the Italian 
parliament and crowds in the streets 
of Italian and colonial cities rioted 
for seizure of French lands, Ger- 
many's foreign minister went uncon- 


cernedly to Paris to sign a peace pact - 


with the French. 

There he is understood to have 
told the French that Germany has 
no interest in the Mediterranean and 
been told in return that France 
would not yield an inch of her terri- 
tory to Signor Mussolini. The Ger- 
man end of the axis did not turn 
in unison with the Italian end 


A different picture is presented by | 
| chronized Anglo-French axis clash 


the partnership between France and 
England. 


| terranean and Suez Canal 


TENSION 


Members of the British parliament, 
worried by the loud though pro- 
fessediy unofficial Italian demands 
for French concessions in the Medi 


asked their Prime Minister, Neville 
Chamberlain, what he proposed to do 
about the clamor from Rome. Is 
Britain committed to help France in 
event of an attack? Is Ilaly bound 
by its Mediterranean pact wath Eng- 
land to respect the integrity of 
Tunisia? 

At first, Chamberlain gave a (oo 
jiteral answer to a too literal ques- 
tion. He said there is no obligation 
to ald France. He quickly amended 
that, however, to add that the ties 
that bind England and France are so 
close that they need no written for- 
mality to cement them 


France, intensely gratified at this 
assurance, answered 
foreign minister, Georges Bonnet: 
“All the forces of France on land, 
on sea and in the air, would be used 


| spontaneously and immediately for | 


the defense of Great Britain in the 


event of unprovoked aggression.” 
France and Italy at the same time 
raised their military budget esti- | 


mates. the French to more than a bil- 
lion dollars, Italy to almost half a 


| billion. 


Perfectly synchronized, both ends 
of the Paris-London axis spin with a 
steady hum that does not escape Ger- 
man and lalian observers. 

The question that is the latest to 
trouble Europe is: Will the well-syn- 


with the dictator partnership? 


GOOD NEWS FOR HOLIDAY TRAVELERS! 


These holiday fares afford a 


substantial saving for families 


as well as individuals— going home for the 
holidays, or for vacation. 


Good in coaches and Pullman cars between 
all stations on the Pennsylvania Railroad 
with certain local exceptions. Also reduced 
holiday fares to other sections of the 
United States and Canada. Stop-overs at any 
point, going and returning. 

Take advantage of these reduced fares to 
go the fast, carefree way that gets you 
there safely, comfortably, regardless of 
wintry highways and uncertain weather 
BY TRAIN! 


Consult your local ticket agent for fares 


areas, | 


— 


through its | 


ties in the Oriental war. 


lary secrets for the benefit of the 
most democratic of the Ver- | Soviets. —— 
Saiiles treaty states has just made The secrets were information on — 


itself legally a virtual dictatorship 

An enabling bill just approved 
gives the government power to 
change the Constitution in any man- 
ner merely by a unanimous resolu- 
tion to the President. Now that 
Jews and refugees are being perse- 
cuted in Czechosiovakia as in Ger- 
many is expected that the next et 
step in Prague may be a customs and 


monetary union with Germany LITHUANIA | 


count gives Nazis 
4 87°, of Memel vote. 


Japanese activities and were alleg- | 
edly hi-jacked by the two suspects. 
Coming at a time when United 
States-Russian relations are at their 
most cordial, the California spy case 
horrified Soviet embassy attaches 
into flying to the Pacific Coast to 
take cnarge 


At Yuletide, a Scotchman likes 
value whether he receives it 
or gies it...and 
comin’ or goin’ his chotce 


is Johnnie Walker 


PERU 


| IMA conference enters second 
4 week. 
Snapshot of the eighth conference 


E.ghty-seven of each hundred 
voters in Memel have balloted for 
Nazi rule, and Lithuanians fear that 
is eighty-seven reasons why Lith- 


OS uania may soon lose the Meme! dis sill going wrong 
lower trict which it grabbed—with Allied It s sensible fo give 
ers iwor oecrelary 
Clary OF | approval—during the chaotic post- 
ull, Nas been adopted war years. 


The American “continenta! solidar- 
ity” plan is taking shape as a simple | 
deciaration, not a pact, largely 
through Argentine pressure. Argen- 
tine action may also lead to a clause 


RED LABEL. 
PLACE LABEL. 
12 veers old. 

Both 24.1 prec’. 


Meme! is a good seaport in a cor- 
ner of the Baltic Sea where good 
seaports are rare. This partly ex- 
| Plains why Germany, which owned it 

prior to 1918, wants it back and 


JOHNNIE WALKER 


BLENDED SCOTCH WHISKY 


CANADA DRY GINGER ALE. INC. NEW YORE. SOLE DISTRIBUTOR 


ALB 
7 


CAMELS —What could be a nicer gift for those who 
smoke cigarettes than Camels, by far the most popular 
cigarette in America? Remember...Camels are made of 
finer, MORE EXPENSIVE tobaccos. There's a world 
of Christmas cheer in receiving a fine gift of mild, rich- 
tasting Camel cigarettes — and in giving them too! 


Check the smokers on your Christmas list = 
delight them with these gaily-wrapped, 
inexpensive gifts — Camels and Prince Albert 


PRINCE ALBERT— If you want to please a man who 
smokes a pipe, give him the tobacco that is extra mild 
and extra fasiy— Prince Albert! Watch his happy smile 
as he lights up this ripe, rich tobacco that smokes so 
cool and mellow because it's specially cut and “no- 
bite” treated. Make this a real Christmas for the 
pipe-smokers you know — give Prince 
Albert, the National Joy Smoke. 


(left) The handsome 
Christmas-wrapped 
Camel carton—10 
packs of “20's"— 200 
cigarettes. Your dealer 
is featuring it now. 


(above) A pound package of 
rich-tasting, “no-bite” smok- 
ing in this eye-filling gift 
package of Prince Albert. 
Be sure to see the gen- 
erous one-pound tin 

on display at your 
nearest dealer's. 


‘ 


“ 


(right) Also featured 
in a timely holiday dress— 
four boxes of Camels in “flat 
fifties.” Looks like (and és) a lot 
of “gift” for what you pay! 


f 
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IN THE LINE-UP 


Cartoonist Homan fcr United Features Syndicate, Inc. 


YouR Bacs 


CARRY 


MISTER? 


B27 


SHALL IT HAPPEN HERE? 


Cartoonist Russell jor the Los Angeles Times 


THE PRESIDENT’S ARCHIVES 


HE Roosevelt archives gift to the nation is ¢ 

expected by the commenting press to be of 
the very greatest value to historians of the 
future. Asa contribution to records wiiich may | 
‘ be examined by the public, its impoitance is 
established by comparison with documents of 
other national 'eaders, because the collection 
of papers, pamphlets and books is more com- 
plete in the Franklin D. 
Roosevelt experience, it 
is pointed out, than in the 
days of most of the other 
Presidents. 

An even division of opinion is found in the 
estimates of the Roosevelt influence upon the 
development of the American republic. Many 
newspapers look upon his years in the White 
House as the period of widespread social and 
political changes—the end of a long era. Others 
see the period as an interlude, without definite 
effect on the permanent policies of the country. 


Even Division 


Of Opinion on 


Era’s Influence 


One thing which impresses the editors is the 


change in methods of communication that has | 
gone forward rapidly in the last few years. | 


In more formal days of the past, official com- 
munications, it is recalled by the press, were 
made a matter of record, but under modern 


conditions, the use of the telephone, it is held, 
has simplified routine actions. It is recognized 
that there are few documentary transcripts of 
conversations by wire. 

It is also suggested that never before has 
it been so easy to have face-to-face meetings 
of important diplomats and officials. For this 
reason the Roosevelt archives, carefully pre- 
served, have national im- 
portance. 

The Hyde Park estate 
which is to house the 
archives is appraised as 


Huge Collection 
Described As 


Rich Heritage 


_ a suitable depository of many things now in the 
| possession of the President, which may in the 


years to come be a means of typifying the na- 
ture of the Roosevelt Administration. 

The estimate that the collection embraces 
15,000 separate documents is stated by most of 
the editors to mean that the archives will con- 
stitute a rich heritage for the America of the 
future. 

It is brought out in the course of the discus- 
sion that there is admiration for the President's 
willingness to reveal all his correspondence, 
without fearing any embarrassments that might 
be produced. 


EDITORS PRAISE 
HIS OBJECTIVES 


NTHONY EDEN, former British Foreign 
*™ Secretary, on a visit to the United States, is 
hailed by the greater part of the commenting 
press as a convincing leader of democracy 
and one who has influenced the thought of 
the United States. 

The newspapers voice agreement with his 
statements warning the free people of the 
that democracy must be defended 
against the encroachments of aggressive states, 
and his words are interpreted as a plea for 
unity among democratic nations. 


world 


“He was manifestly weighted with the re- 
sponsibilities facing free men everywhere,” 
says the Boston Transcript (Rep.). 


The Eden statements 


Chief Concern are seen by the New York 


Seen as Defense Times (Dem.) to be in 
harmony with the plea 
Of De of Secretary of State 


Hull at the Pan-American conference. “Mr. 
Hull and Mr. Eden,” states the Times, “spoke 
to the same point and with essentially the same 
emphasis. They are concerned about the de- 
fense of democracy in a troubled world, because 
they are concerned about the preservation of in- 
dividual liberty.” 


“His admonition that the need of the hour is 
for free men to recognize the situation with 
which the totalitarian menace confronts them 
and to resolve to be firm in meeting that chal- 
lenge is timely,” according to the Washington 
Evening Star (Ind.). “It strikes a responsive 
chord in American hearts.” 

“The world has need,” asserts the Baltimore 
Sun (Dem.), “of men who bring to their spokes- 
manship in democracy a real devotion to a 
great spiritual heritage.” 


“The thought must have occurred to many of 
his hearers,” thinks the Nashville Tennessean 
(Dem.), “that England's hope for co-operation 
with the United States lies in statesmen of the 
Eden type. The visitor has made a reasoned 
plea for American understanding. He foresees a 
coming crisis, in which democracy will be taxed 
to the utmost, and it is natural that he should 
desire the friendship, if nothing more, of other 
democracies. 


“From the standpoint 
of its relations with the 
United States, the Brit- 
ish government is fortu- 
nate to have such a rep- 


A Preparation 
For a Coming 
World Crisis 


resentative.” 


“More than ever,” concludes the Buffalo 
Evening News (Rep.), “Mr. Eden stands forth 
as the spokesman of democracy in a world 
which hears too frequently the vaunted claims 
of those who adhere to other political philoso- 
phies. His address at the convention of the 
National Association of Manufacturers in New 
York was a challenging discourse on the perils 
which confront democracy the 
world.” 


in modern 

“The inspired German press,” asserts the In- 
dianapolis Star (Rep.), “seeks to ridicule the 
Eden trip to America. That records Nazi recog- 
nition of his role as a peculiarly well-qualified 
emissary to strengthen the ties between the 
English-speaking nations.” 

“There will be an end of retreat,” predicts 
the Long Branch (Calif.) Press-Telegram 
(Ind.), “and in Europe and the Americas demo- 
cratic people are stout-hearted and are prepar- 
ing for a show-down with the dictators.” 

“Capt. Eden made it clear,” says the San An- 
tonio Express (Ind.), “that the United States 
will not be urged to join in any alliance against 
the totalitarians. He told his New York audience 
that ‘England is not seeking to lure others to 
pull our chestnuts out of the fire.’ This Nation's 
sentiment against such foreign entanglements 
is well known, and is being further emphasized 
at the Eighth Pan American Conference? in 
Lima. However, moral and commercial co- 
operation can be greatly valuable in democra- 
cy Ss interests, and the United States already is 


committed to that principle.” 


“The reaction to the Eden address,” asserts 
the Rochester Times-Union (Ind.), “is growing 
more and more favorable. It is possible that 


| many expected a more belligerent tone from the 
former secretary for foreign affairs of Great 


Britain, but when one examines the situation, it 
is evident Mr. Eden went as far as was discreet. 
Furthermore, he made some pertinent and force- 
ful statements. 


“Mr. Eden was in a difficult position. He 
realized that millions in England, as well as in 
the United States, were listening to every word 
he uttered. They were eager to see whether he 
might indicate a policy for the British govern- 
ment. No doubt the rulers of the other coun- 
tries of Europe had their ears glued to the radio 
for the same purpose.” 


MR. EDEN'S VISIT: 


+ 


+ 


> 


4 


~ 


- 


y 


MEBBE—NOW THAT THE BOYS ARE TURNING OFF THE HEAT! 


Cartoonist Talburt jor the Scripps-Howard Newspapers 


THE LIMA PARLEY AND U. S. 


O 
\ papers as to the attention that has been won 
among the western republics by the proceedings 
of the Pan American conference at Lima, Peru. 
The only unfavorable comments are those from 
about 10 per cent of the editors, who attack the 
Washington Administration on two grounds— 


the charge that war discussions may lead to ex- | 
tension of the Executive power, and condemna- 


tion of the handling of the controversy with 
Mexico when’ American oil properties were 
seized in the face of the good-neighbor policy. 


Significance of the Ger- 
man political and eco- 
nomic penetration of 


Ascendancy of 
Hitler Raises 
New Problems 


Gazette (Rep.) in the present Berlin attitude 
toward migrating citizens who have become 
residents of the western republics. 
economic says the Post-Gazette. 
“has force to be reckoned 
with in Argentina, Brazil, Chile and several 
of the smaller nations, but the 
of Hitler has raised new problems. 
Under the Nazi creed, Germans always owe 
first allegiance to the Fatherland, not to the 
land of their adoption. They are expected to 
act as agents for Berlin in the politica! as well 
as the economic field. There is an inspired ef- 
fort to break down democracy and substitute 
totalitarian rule which would be in sympathy 
with Nazi and Fascist policies.” 


“German 
influence.” 


always been a 


ancy 


It is asserted by a substantial number of news- 
papers that a cooperative defensive agreement 
is likely to be a product of the conference, and 
that it would impress aggressive governments 
with the probable defensive powers of 
Americas. 


In pointing to the form that such defense 
would take, these same papers hold that the 


Latin America is found | 
by the Pittsburgh Post- 


ascend- 


the 


question is raised by commenting news-, United States would provide the bulk of the 


armaments, but would bave the aid of the other 
nations in repelling invaders. This is described 
as of the nature of a modified Monroe Doctrine, 

The immediate concern of the hemisphere, 
according to many representatives of the press, 
is to control foreign propagandists who would 
seek to establish European ideas, and to prevent 
their efforts to change the forms of government 
that have been established for years in these 
republics. 

“If the conference makes it plain to Europe 
that the Western Hemisphere proposes to rule 
its own destiny, it will have accomplished the 
need of the time and place”, declares the Los 
Angeles Times (Rep.). 

Indorsement is given by the New York Times 
(Dem.) to the belief of Secretary Hull that 
“ways can be found at Lima to bring the west- 
ern nations into a closer partnership of inter- 
est.” 

Principles to be applied 
A Plan To Settle .4 such cases as that 
Our Controversy which has arisen between 
* Mexico and the United 
With Mexico States are examined by 
the Richmond News Leader (Dem.). In Spite 
of Mexico's objection to the authority of a 
joint commission to handle the oil seizure dis- 
pute, the News Leader feels that justice should 
be dependent on such a commission and should 
be insisted upon for all Latin America, but 
concludes: “If Mexico will not accept this, 
what can be done?” 
fail,” advises the Knoxville 
Journal (Ind.), “to experience some misgivings 
as to whether or not the conferees may fail in 
their objectives through too great optimism.” 

The Journal especially criticizes, as much be- 
yond the conference's scope, any plans for an 
“inter-American Court of Justice” or an “Amer- 
ican League of Nations.” 


“One cannot 


CRITTERS 
\_STARTED! 


ROUGH 


Cartoonist Costello in the Albany Knickerbocker News 


YOU CAN’T FOOL A REINDEER 
Cartoonist Shoemaker in the Manchester (N. H.) Union 
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given this country’s toys first 
rank in the world’s toy shops. 

Yet at the beginning vf this cen- 
tury only about one-fourth of the 
toys sold in the United States were 
made by American manufacturers. 
In the year before the World War, 
Germany supplied about two-thirds, 
it is estimated. 

Today, American toys of every 
kind, from trains to dolls, are bet- 
ter than those made anywhere else. 
In Europe, South America, Australia 
—wherever people can afford quality 
merchandise—American toys are in 
demand. 

Consider a few of the improve- 
ments wrought in the space of a 
generation or less by the American 
toy industry. 

Before the World War most of the 
dolls imported from Germany were 
pretty playthings to be dressed and 
undressed by their young owners. 
But American manufacturers now 
make dolls which can be bathed and 
powdered, which are far more life- 


like than the old dolls and which, | 


by comparison, are practically un- 
breakable. 

Modern research has attained es- 
pecially outstanding results in the 
development of mechanical toys. 


Mechanical Toys Made 
More Durable, Cheaper 


Popular-priced mechanical toys 


sold a few decades ago usually were | 


imported. American ingenuity dis- 


covered ways of makinrc toys of this | 


character by automatic machinery 
and now American mechanical toys 
are rated as of better quality and 
design than those made in any other 
country. 

Great improvements have been 
made even in the last few years. A 
decade. ago most of the popular- 
priced mechanical toys were quite 
fragile and usually lived a short life 
under the rough-and-tumble treat- 
ment given them by the average 
child. Not only are the new ones 


The Story of American Efficiency 


MERICA’S industrial genius has + 


How Toy Industry Is Overcoming Foreign Competition 
Through Ingenious Advances in Modernizing Toy Land 


Corretonur, 1938, sy Tee Unsrres Srares Newe Postrentwc 


more durable; in many cases they on the market. 


are cheaper. 

Another significant improvement 
introduced by American manulfac- 
turers is the construction toy. Kits 
are on the market now which give 
children the equipment to build al- 
most any miniature device from rail- 
road trains to airplanes 

Another popular modern toy is to 
be found in the various chemical sets 


Children can be en- 4 
couraged to develop an interest in 
science through interesting play- 
things based on chemical instru- 
ments. 

Introduction of mass production 
methods has been responsible for 
many of the improvements. 

Coaster wagons, for example, are 
much better constructed today than 
they were a few decades ago and yet 


can be bought for a fraction of the 
price at that time. Great machines. 
capable of stamping out the entire 
Streamlined body at one stroke, have 
supplanted former crude hand-labor 
processes. 

Toys have been called the tools of 
children. American toy manufac- 
turers have recognized this fact and 
© an increasing extent are calling 
on child psychologists and other 


scientists to aid them in devising 
toys to meet the needs of children. 

In contrast with the toys of sev- 
eral decades ago, the modern toys 
often are a striking reflection of 
what is going on in the current world 


of affairs. Streamline trains, air- 
planes, automobiles, electro-mag- 
netic cranes, cement mixers, sus- 


pension bridges and hospitals with 
real operating tables are but a few 


of the realistic toys created for 
American children 
For children interested in engi- 


| neering, there is a great variety of 


play wonders ranging over the fields 
of mineralogy and electro-physics, as 
well as chemistry. Even a short- 
wave radio set has been built for 
youngsters. 


Production Rises. 
Imports Curtailed 


The best measure of the extent to 
which American manufacturers have 
supplanted foreign manufacturers of 
toys is given by the figures of the 
Census of Manufactures. These figc- 
ures show that in 1921 the factory 
value of toys, childrens’ sleds and 
other vehicies and games totaled 
$57,208,000. Last year the factory 
value had risen to $83,511,653. an in- 
crease of nearly one-third This 
gain in value occurred despite a drop 
between the two years in average 
prices. 

The story of how American inge- 


nuity has overcome foreign compe- 


tition also is told by the figures on 
exports and imports. Whereas, at 
the beginning of the century, it was 
estimated that about three-fourths of 
the market for Américan toys was 
supplied from abroad, this year our 
exports of toys have greatly exceeded 
our imports 

And American manufacturers, in 
winning the battie for gales. have 
given American children a Toy Land 
which is far more marvelous than 
anything ever written of in the fairy 
DOOKS 


This is article number 48 in a 
scries covering outstanding mod- 
ern industrial developments in 
the United States 


4. Why FOUR ROSES? Because everybody 
knows that Four Roses is a mighty “special” whis- 
key, and so... 


HILE you're buying a quart or two of Four Roses for 
W ac of your friends, don’t forget that you yourself 


1. Here's a wey to get your Christmas shopping 
done —for every man on your list—in 10 MINUTES 
in ONE store—TODAY! Just. 


2. ... take the quickest short-cut mght now to 
your favorite liquor store and SAY. 


5. ...when you give Four Roses, folks know 
that your “Merry Christmas!” greeting is something 


mighty “special.” 


will want a goodly supply in your house for the holidays. 


Every drop of Four Roses is whiskey, of course. But the se- 
cret of its all-round excellence is the fact that it’s a superb 
combination of several selected straight whiskies—several whis- 
kies combined to make one whiskey that’s finer by far than 


any of the separate whiskies could ever be alone! 


ROSE 


The Gift He’ll Enjoy 


A blend of straight whiskies—100%e straight whiskies -90 proof 


Frankjort Disnlleries, Incorporated, Lowsulle Balumore 


“ 
3. ... “lL want some Four Roses for every name 


on this list.” 


6. Just try following our suggestion this year and 
see if your friends don’t tell you that no gift you've 
ever given them was half as welcome as Four Roses! 


HOW TO MAKE 


A BOWL OF MERRY CHRISTMAS 


This year, as in the past, you'll find the famous Four 
Roses Egg-Nog recipe printed right on the Christmas 
package itself—and what a delicious, soul-satisfying 
Bowl of Merry Christmas it makes! In fact, there are 


~ 


those who tell us that the holidays just wouldn't be 
complete without Four Roses Egg-Nog. Iry it and 


you'll see why! 


| 


ADVERTISEMENT 


MINNEAPOLIS TIRE AND GASOLINE DEALERS 


would starve to death if they depended upon a certain 85- 
year-old motorist of that city for custom. This venerable 


gentleman bought a car two decades ago. Every spring he 
gets out the car's tires, puts them on, pumps them up, 
dusts off the auto and, climbing into the front seat with his 
missus in the back, tears off for an 8-block drive. Then 
back goes the car into the garage, off come the tires and 
the hibernating hack has earned a complete rest until the 
following spring. 


* * * CRASHING THE AUTO ACCESSORIES FIELD 
was a big mistake on the part of a Manayunk, Pa., man who 
failed to sell a fender light, for several reasons. First of 
all, he had stolen the light; secondly, of all customers to 
choose, he picked on a policeman; and, thirdly, of all police- 
men he had the singular misfortune to pick the one who 
had had that very lamp stolen from his car 


+ + ¢ UTOPIA HAS BEEN FOUND AMONG ESKI.- 
MOS, according to a Creighton University professor re- 
cently returned from the Arctic regzions. He found it “free 
from night clubs, jazz bands, after-dinner speakers, rumors 
of war, Republicans and Democrats.” Well, maybe... but 
if we find out there are few er no gasoline taxes up there 
in igloo-land, we're going to pack a parka, a kavak and ear- 
muffs and mush north. Care to come along, SENATOR? 


* ¢ * THE MOST COLORFUL AUTO ACCIDENT in years oc- 
curred on the Manhattan Bridge in New York City only a short 
time ago. A ten-ton trailer truck, loaded with paint, skidded 
and struck the iron framework with such force that the heavy 
trailer keeled over and bedaubed the span with a profusion of 
autumnal colors 


+ + @ TIP YOUR HAT ALONG WITH US to New England's 
road-builders, for the American Automobile Association reveals that 
that section ranks above the rest of the country in ratio of all-weather 
improved road mileage. Must be that the canny New Englanders 
are one up on the rest of us in getting something to show for all their 
tax dollars. 


+ + + POETIC ESSO DEALER in Dixfield. Me., is so lyrical 
about the qualitics of his products that he writes short verses 
about them and the happy results which may be expected from 
their use. These he hangs in appropriate spots around his lubri- 
cation bay and other prominent places. Many are mailed to his 
customers. His novel inspiration has been so successful that he 
confidently expects to have someone roll in one day and ask 
for service in iambic pentameter. 


— 


FEW MOTORISTS PAY ATTENTION TO 


“clearance heights” prominently displayed on ferry boats, 
tunnel entrances and low bridges and underpasses, but we 
know of one who not only looks for them but runs ahead 
to measure the clearances for 100 per cent proof. This man 
is the head keeper of the Federal Animal Quarantine Zoo 
and it was his job recently to transport two giraffes across 
the country to the San Diego Zoo. His first problem was 
met right at the trip's start, for he discovered the archi- 
tects of the Holland Tunnel never had giraffes in mind 
when they drew up the plans, so he detoured his long- 
necked charges over the George Washington Bridge. 


+ + ¢ THE LAST BIVOUAC AT GETTYSBURG at- 
tracted more than 500,000 automobites to the historic little 
southern Pennsylvania town during the ten-day reunion 
of the thinning ranks of the Blue and the Gray. The Key- 
stone State's motor policemen are toe be highly compli- 
mented for their constant watchfulness, for it is remark- 
able to note that there was not a single traffic accident in 
Gettysburg during those ten days. 


+ + + A SLIP-ON GARAGE is the latest helpful hint 
from European automotive circles. It takes the shape of a 
tarpaulin which you drape over your faithful gasoline steed 
to protect him against the elements if you can’t afford a 
garage. Only head-lamps and license show through. 


AUTOS MAY ENTER SAVINGS BANK FIELD 
if a Chester, Pa., inventor's “depreciation meter” takes the 
public's fancy. With it, your car won't run until you de- 
posit the price of the next mile’s wear and tear. When the 
old bus is worn out, you'll have cash for a new one. Sorry, 


the meter pays no interest... but then, you can’t have 
everything. 


* + * TO ALL OUR FRIENDS the Steering Column ex- 
tends cordial Christmas Greetings, and sincere good wishes 
for the coming vear. We should like vou to feel that these 
sentiments mirror the appreciation and good will of all the 
51,816 domestic employees of the Standard Oil Company 
(N. J.) and their determination to serve you even better 
in days lo come, 
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+ “WET’ AND “DRY TRENDS: WHAT THE ELECTIONS SHOWED + 


yractically every newspaper of 
coontty there have appeared | By ROBERT BARRY 
the country there have appeared | y ° 
ithin the past year or two editorial 
enone t e headlines on news re Director of Public Relations, National Distillers Products Corporation 
Sita‘ements o adlines on news re- 
orts indicative of a great resurgence | 7 7 
. srohibitio pn ‘iment in the 4#4inst State-wide prohibition was ¢ Chicago has been cited by numerous ¢ of 91 townships which had been com- 4 of decency under a democracy, well » tfings; that duly constituted public 
U a S ae First the statement approximately 95,000 votes The commentators pletely “dry.” 82 remained so may be observed, but I find nocause officials. especially those charged 
nite tates. irs 


“dry” newspapers of Fargo and othe In tne five years since repeal ex- 


was made that ince repeal there The prohibitionists gained no new for celebration over our having torn With police powers. would utilize the 


have been approximately 5000 local places described this result as lille actly 115 of the city’s 3.646 voting territory. The advocates of the legail- Volsteadism to- 
option elections in townships. munic- short ol AMAZING. precincts have voted against having ized sale did not lose a single “wet” structure of our owen iaw ; ward a be ver eniorcement of iaws 
inalities and counties and that the | Take another Western State which ihe legal sale of liquor in their im- township in the State of Massachu- _Bowever, if we shall continue to and en which repeal had 
prohibitionists had swept about 3.500 “°"* had subscribed to the policy of mediate neighborhoods. I believe it setts observe each succeeding anniversary vested in the States, counties and 


soroximately 70 per cent of State-wide prohibition—Oregon. The is possible to find more than that 
; prohibitionists centered their fight number of residential precincts in 
nem 
Only recent My Thoma 7 on a constitutional proposal to sel up the city of Chicago which are zoned 


hihi Of repeal as a day of rededication we | municipalities at news 
The prohibitionists fared better in ne + | vr pai that the newspapers, 
Snail not iose sight of the primary especially thos 
Ohio where 57 “wet” townships voted sbjectives of en Pp pow - e which had advocated 
ives of repeal nor of our re- | repeal, wor lert 
dry,” while 59 “wet” townships voted Pp ; id be alert against abuses. 


Seat t ¢ inst sponsibdilities under its mandate woul ivi 5 
Stokes, of the Scripps-Howard news a State Department = Prohibitiqn against even a candy store or a to remain “wet.” Two “dry” town e ; ns ils ould ; wt civic consciousness 
‘ iucation under which it would hi ist None liev that in | arouse ’ oul t 
papers, one of the best Washington Education under which it would nave for hop ships voted to remain “dry” and 4 - B u eves at in the | arou al would demand a strict 
. , been compulsory in the public schools In the 1938 elections in Chicago , - ' , eradication from the Constitution of | accounting from public officials re- 
correspondents of my acquaintance. townships voted against sale by the on 
res} — to teach total abstinence. The vote where the “drys” picked out 32 pre- the shameful blemishes of Volstead- | sponsible for safeguards against 
vrote from Westerville. Ohio, the drink. These results are far short of gain: 
con that project was 118,046 for the cincts as most likely to show “a ‘ ism we could accomplish overnight | Saies to minors, for protection on our 
birthplace of the Anti-Sailoon showing that the “drys” are sweeping 
| | proposa!: 221,591 against the pro sweep of ‘dry’ sentiment in dripping cing an : ihe dream of a truly temperate na- | highways against drunken drivers 
League, that the prohibditionists were 103.000 OC) , ' these local option elections at a rate tion. We were too aware that the'| for uncomorom 
ai. a Majority hicago,” ¢t iw Ss unc promisi siste 
geain on the march with.drumbeats we wey were successful of anproximately 60 to 70 per cent lessens. learned ter | 
We had 1 test in another Westeri in 8 out of the 32, three of those 8 MASONS illicit trafficking proper ciosing hours, obedience to 
of such volume as to give warning and “drying” up Ohio at a dizzy pace hol . : 
4 4 the eople who in beverages would be Sunday r@guiations and for preven- 
ar ana wice — Say ee " | Quite recently statements have ap- _ eliminated easily, as though repeal | tion of the slot-machine and hostess 
voted for repeal of the Eighteenth | peared that even in Kentucky, which 
endment had become dissatisfied ” t fs all 
a feecael Giles ta tee || Trends of public opinion on the “wet” and “dry” ques- | | 'S Perhaps the most famous of all the | 
SS * s0-calle istillery States, prohibi- 
brief space of five years | tion, indicated at the November elections, caused wide- tion sentiment was showing amazing | 
Mr. Stokes’ statement that in 7,500 | , strength. Let us have a look at those | 
local option elections held since re. | spread comment, but little factual material heretofore has | rect 
peal, the prohibitionists hadcapturea | — been available to indicate what those trends actually were. | At the time the Eighteenth Amend 
5.000 of them, has been picked up Hy did th tn f : : ment became effective in 1920, the 
istorted { ne end of the | Ow did the peopie vote in local option elections, in ca RM 
and distor dent at | sale of alcoholic beverages was legal 
untiry lw ther. So araent an 
e rural areas? In urban districts? ir, only 10 counties of the 120 in 
advocate ol rep@ai ang Critic OF 
is . Volsteadism as the New Dr hav ken of 
| ys Gve spoken OF gains in the elections. Wets effective in 1933, Kentucky did not 
OTR Quy “ecen vi All All i- 
a Dany . _ | have disputed those gains. | get around to repealing its State con- 
torial commenting on the November: | stitutional prohibition against manu 
cti New York State under the 
we — = . : “ ati Now a spokesman for the distilling industry has pre facture and sale until 1935 when the 
headline “A Devastating Dry Victory 
and said that “Prohibition was resur- sented for the first time a thorough analysis of the trends. vote to give legality to the distilling 
eo ustry State wi ly 57 
rected from its five-year-old grave as Robert Bor Director of Public Relations of the Not industry of that ate Was on a 2 
joytul temperance enthusiast un Y ationa per cent of the total vote cast. Ken- 
daunted by popular repeal of the Distillers Products Corporation, and formerly a nationally saat a coule Rave Seen called 
a we Late 
Eighteenth Amendment, gloated over a 
iets to, Ok Gelianeedine” known Washington correspondent for the Louisville (Ky.) Since the popular vote in 1935. 78 
; = Courier-Journal and the Philadelphia (Po.) Public Ledger, counties in Kentucky have voted un 
No \ iclory For “Drvs d ‘bed th Cer iocal option elections The 
KS ' In Voti escribed the results as he saw them in a recent address “drys” have carried 47 counties and 
. before the Society of Restauranteurs in New York City. the “wets” 31 counties. Of those 


In every headline in New York :, , , counties voting “dry,” 44 voted “dry” 
newspapers the story was that the Because of the general interest in the subject, The and 3 voted “wet” in 1935: of the 31 


“drys” had captured 26 townships in United States News presents herewith his analysis of the ee ee Sen mS eee ee 
New York State, presumably convert- and 15 voted “wet” in 1935 


ing “wet” communities to aridity. I trends. The prohibitionists having won 
find even in a bar, grill and tavern over only three counties, while losing 
trade paper a banner headline read 16 since the referendum of 1935, the 
ings “Drys Close Up-State Bars.” Statement scarcely is justified that 

Tt is time we looked into the facts. State—Montana. Under an Act of * never having had a tavern in their the home of Bourbon whiskey is hos- . . 
To say that the proponents of legal- the Legislature the sale of alcohoiic neighborhood since repeal. Lie to its own product ROBERT BARRY 
ized alcoholic beverages lost 26 com- beverazes by the drink in cafes and In down-Siate Illinois there were 


munities in Up-State New York on hotels was legalized several years six elections demanded by the pro- 


Some Obsery ations symoboized some magic wand where 
November 8 last seems to me to merit 420. The prohibitionists contended hibitionists. The “wets” lost 4 com- 


@ Tackets and similar disorderly and 


the reply which Mrs. Carrie Chapman that the Legislature exceeded its au- munities and were victorious in 2 On Anniv ersary Of Repeal dispen ing aust prom Th of 
Catt gave some years ago when thority and called for a popular ref- others. Three of the 4 communities I could give results of equal sig- corrupuon could be converted, in a! ol ; e Ame | = , = “ : nad a = 
woman suffrage was defeated in a C”™endum on the subject this year voting were in Wayne County, where nificance for othe: ‘States <7 ie nour, & Gay or a year. into hones! q ee aad | Aoi * ae 
State-wide referendum in New Jer- The referendum was held. The vote 4 fatal shooting in a tavern a few ine you these merchants eager to pursue the hard 
was 68,327 to 42,753 for the continu- weeks before had aroused popular the way to self-respecting. law-abiding. | and cat epted a 

“How do vou feel about losing New of legalized on-preniise sale feeling the fallacy of which civic-minded methods of doing busi- in 
Jersey?” Mrs. Catt was asked They had a referendum, too, in one *t the a ness. Many of them, too many, re- | Bouin 
“How could we lose New Jersey ©! the Southern States this year, In Trends In Elections of ti most reputable nowaneners of Main plague us 
when we never have had it?” Mrs Ar Kansas the prohibitionists hit upon * this ‘ntry | 
Catt inquired by way of reply. a scheme which they had employed In New England With we The “Foolish” Hopes 
The same holds true with respect ™any times before, in the years pre- Under the laws of Maine, New tn, | Was 
to the statements that 26 Up-State ceding national prohibition, Hampshire and Massachusetts, local Of Five Years \xo = 
New York communities were lost to “Orying” up communities. They eX- option elections are held automati- eenth I agen We were foolish enough to believe “ tone 
the prohibitionists this yea: humed and had on the ballot on No cally every two years to determine “observe” advisediy I do not that when the wounds of the A 
Forty-six communities in Up-State vember 8 a proposal to prohibit the whether the people wish to continue that even after Ave years it . fit- wonal prohibition tragedy should sm vy! 4 ony ae  apepod * 
New York were picked by the prohi- ‘Sale of alcoholic beverages at any the status quo. The prohibitionists . ting to celebrate the death of a have healed there could be a com- a - 4 ante P pane 3 ai] oe 
bitionists for local option election pace within three miles of a school wound up with 9 fewer townships phantom. Prohibition was the black munity of effort toward public edu ; aie " hs hen i megan 2 B mag 
tests in 1938. Of that number, 31 © a church. in the “dry” column than they held sheep in our Constitutional family of cation in the moderate use of alco- . : Hpi! ange cr “4 “a 
towns had voted previously, in 1935 Given a practical application on @ | after the 1936 referenda. There were organic laws. That it was struck Lolic beverages: that sincere advo- tira | 7 . oo Pn oe ae a 
or 1936. and of that numover 30 haa ™ap of the State, a victory for this” minor shifts in the type of sale as, down alter thirteen years of hell- cates of true temperance would co- | ‘Bo : - ) nm what we thought f 
complete or partial prohibition, aid proposal woule have meant that for instance, on-premise to package raising debasement of our civic and operate for education in the home. | years aco. —— 
only one permitted the legal sale of most of Arkansas would have been = store only, Dut the significant fact of moral precepts of law and decency the school and the church against Ou wetiom ' 
liquor. Twenty of these 30 “dry” ‘dry.” The people of Arkansas gave 


the 1938 Bay State elections was that, which was justified by every impulse 
towns voted to remain “dry,” a clear 4 majority of between 12,000 and 13, -= 


the abuses of intemperance in all | to lament wh 
gain of 10 for the so-called “wets.” 900 voles against the proposition. a ; 


IAL Nas NOt been done 


The one “wet” township again voted ; 
in 1938, as it had done in 1935— Curb On Liquor Loses 
In San Francisco [4 of 
Of the 46 towns voting in New York . + + 
State, 15 were “wet” towns and were Similar strategy was attempted in 2 he 
facing for the first time the issue the State of “alifornia, where the 
of the continuance o! legalized sale Sale of alcoholic beverages would TITLE BPGISTERED ©. 8. PATENT Office 
Of these 15 “wet” towns, only 2 voted have been prohibited within 200 + the Harvard crew. has found the ¢ 
“Gry.” yards of the exterior boundaries of Henry Cabot was received at Lincoln. Nebr. It 
any school or church. wearing of the toga the realization Hug B. Cox | was in 1926 that he received his 
Net Gains kor ets” | A study of the map of the city Lodge, Jr. Y B Anal h B. Cogree from the University of 
| y k ot San Francisco revealed that under | me of | Gung Susness natyst Who Nebraska and thereafter spent one 
Jaimed In New lor that thinly camouflaged plan practi- | Scion of Statesmen, Young Senator ro ’ ne . sephora ing to a Bos- Guides TNEC in a Study of year at the Harvard Law School. In 
In summary. we find, therefore. cally all of the city would have been Campaigns for Bigger Age Pensions - eee oe ; Maze of Patents 1927 he received the honor craved by 
that of the 46 elections held in New closed to sale ®y the package or by Discussion of politics is one of the ; thousands of students but merited 
York State. 20 “dry” towns remained the drink. The same held true for wegen Henry Cabot Lodge, Jr, | frst things I can remember. The HIRTY-three-year-old Hugh B by only a few every vear. He ae 
“dry” and the prohibitionists won most of Los Angeles. ‘ can be said to have been born haze of cigar smcke and the em- | Cox touched off an exp.osion . 


selected a8 a Rhodes scholar. and 
until! 1930 he attended Christ Church 
College. Oxtord. England. from which 


two “wet” towns while the so-called The prohibitionists were unable to ert political spoon” in his mouth. ite utterance of such bagenn AS sag ine hearings conducted by 
- | sii ac caucus’ or ‘camp: lities | the Temporary 
wets” gained 10 previously “dry obtain a sufficient number of sig- ack in 1936 he made the headlines paign made politics re Temporary National 


Economic 
s very vivid to m My Sst was me ittee in it 
cummunities, and retained 14 out of natures to have this time-worn old as the only Republican to take a 7 . y RS USS | ee 8 


S investigation of the 


ue tice ne received the degree of Bachelor 
16 “wet” communities subterfuge given a place on the State Senate seat away from the Demo- always strong in politic Ss, but I pre- giass industry's patents. True, it was of Juri prudence and Bachelor of 
In the newspaper discussion of the ballot crals ferred to find an outlet in political | & Minor expiosion, dul this wiry and Cfvil Law 
ournalism.” | aggressiv | Assistant 
imaginary revival of prohibition In the State of Arizona a proposal Just a short while ago he again W alee | aggreanve Special Assistant oo ue Returning to the United States 
sentiment, I have yet to see a single for a referendum to bring back made the headlines with his pro- men Genater Ledge arrived in Attorney General showed that there Mr. Cox was emploved i a 
line on the outcome of the November, | State-wide prohibition was submitted posal to increase the old-age pen 7 present his State e probably undercurrents of dive: 


firm of Root. Clark. Buckner and 
, Sions to $60 a month. ‘O- he was no stranger to the “inner | gent views coursing ar t tab) . ‘ 
1938, State-wide votes in three States to the Secretary of State with ap- posal which oe 4, . sanctums” of politics. He knew well | at which the - a ay eve a — Ballantine, in New York. as a law 

which were “bone dry” through State proximately 5,000 signatures more , = as 2 


pigeonholed. Social Securit such figures as Senator Borah and | sional-Executive committee is seek- 
constitutional amendment prior to than necessary to have the issue y Board Senator ale} New York Siate Bar in September 
repeal of the Eighteenth Amendment piaced on the ballot. Although it experts are hard at work figuring enater tang before that, | me tence the effect of concen- 1933 
rent ia alot. “lear +} 1933, he became an attorney in that 
. . some way of increasing the size of | he had “learned the ropes” as a | trated power and wealth in industry Say a oe 
to the Federa) Constitution. a felony in Arizona to sign the name : — : 


The most significant vote was 5 oom Is ow ’ the checks to the older people. Sen- Washington correspondent for the on the national economy orm 
| of anyone eise to such petitions, the Lodge's suggestion comes at an | New York Herald-Tribune. 
taken in the State of North Dakota, courts found that residents in a , 

, : opportune time. The range of his interests un- 
which, as everyone knows, is a truly house had signed not only for them- But, then, the | doubtedly has been influenced by 
agricultural State. The largest city selves but their wives, children and 36 year old his His 

in North Dakota is Fargo, which has o'her relatives and boarders. In ator from Mas State politics is a result of penn 
@ population of 29,000, and the State some instances the names of non- sachusetts| the Massachusetts State House for 
has only three other towns of 10,000 registered voters appeared on the pe- knows the value the Boston Transcript. He also had 

North Dakota had State-wide pro- than 5,000 names were improperly reporter on Bos- | Ministers 

hibition embedded in its constitution . Msted and threw out the entire pro- mode 
; . ton news ers | His reporting from Washington 
from the date of its admission to tne posal. | ” : : 


The manner The diligent task he had set him- 
in which this | Seif S00n began to pay dividends 
young legal aide His abilities as a painstaking ex- 
to the Attorney ®#Miner reached the ears of official 
Genera! pursues Washington. In March, 1935, he was 
his examination ippointed Special Attorney at the 
is quite typical | Department of Justice. On January 
of his personal- ! Of the following year he received 
ity With his his appointment as Special Assistgnt 
sharpness in. ‘0 the Attorney Genera! 


2000 | he was able to’ has been mentioned, but he also questioning His course has been a dogged one 
gauge the pub- | found time to write about the prob- . there isadetail- ever since his collegiate days. At the 
peop : pea: 0 e tate were not obtainable by the prohibi- | lic’s sentiments. | lems pertinent to the Caribbean iia a : ed knowledge of TNEC hearings his sharp ora! sur- 
constitutional provision, and for le- tionists to have a State-wide refer- Since he came countries, and to attend and report Hugh B. Cox the subject un- gery On the economic body is pro- 
galized sale of alcoholic beverages. endum on repeal of the existing le- to the Capitol on the work done by the London’ der discussion. Hiseaseinmaneuver- viding a maas of information for his 
The majority for repeal in 1936 was galized control. Senator Lodge that experience Naval Conference. After that, came ing through the maze of charts and seniors. With his sharp features. 
approximate.y 18,000. Now. let us look at some of the has stood him in good stead. travel through the Far East, where’ statistics offered as exhibits cer- slightly tilted mose. and his wiry 
The prohibitionists undertook to cther communities in which there As the grandson of the great he was able to see at first hand the’ tainly isn’t the result of a night-be- frame he is very much, at home in 
restore North Dakota to the “dry” lave been special viewings with United “States Senator Henry Cabot manner in which the world’s pow- fore “grind.” tne committee room “And, explo- 
column in a referendum held on No- | @iarm over the alleged recurrence of | Lodge, this six-footer, as trim today | ers administered their colonial pos- Mr. Cox was born at Logan, Iowa, sions or no explosions, he intends to | 
vember 8 This year the majority | prohibition sentiment. The city of as at the time when he captained | sessions. in 1905. His high school training , carry on. 
} 


right or what abuses have existed 
but to take heed and so set our 
course that five years hence we will 
be able to point to further progress 
toward the ideal of true temperance, 


It is significant that the two ele- 
ments in the alcoholic beverage in- 
dustry on which all ills of human 
conduct are blamed—the distillers 
and the brewers-—now are taking 
steps to deal in first principles, to go 
to the bottom of the causes of public 
complaint against the alcoholic bev- 
erage industry 

It merits none of us anything for 
the distillers to blame the brewers 
for the abuses in the so-called “beer 
pariors” which line every highway 
in the land. It seems to me equally 
foolhardy for the brewers to cut 
their coats from cloth of a different 
hue in the mistaken notion they may 
escape the eyes of the prohibitionists, 


It avails us less than nothing for 
the distiller to say he has no re- 
sponsibility for his products after 
they have reached the shelves of the 
package store owner or the tavern 
keeper. It is idle for the small-town 
hotel manager to point to the de- 
corum of his cocktall lounge so long 
as his right to a legal living is being 
imperiled by some honky-tonk on 
the outskirts of town which is a 
stench in the nostrils of all decent 
people. 


It is the acme of stupidity for the 
package store owner to attempt to 
feather his own nest at the expense 
of the on-premise license. Never 
can we achieve any worth-while re- 
sults so long as we begin by deceiv- 
ing ourselves. 


There was a lot in what Benjamis 
Franklin said about hanging to- 
gether after the signing of the Dee- 
laration of Independence. 


Action, Not Words, 
Needed By Industry 


I do not subscribe to the theory 
that we can correct the abuses of 
personal over-indulgence in the use 
of alcoholic beverages or check the 
greed of unscrupulous roadhouse 
keepers who pander to the most ob- 
scene impulses of human nature by 
cmblazoning full-page protestations 
cf distiller or brewer morality in 
newspapers and magazines. The sin- 
cerity of our purposes must be estab- 
lished by deeds, not words fashioned 
ty artful ad writers or pious public 
re.ations men. 


It is being brought home to us that 
ro mere appeals to decency will suf- 
fice to bring into line with enlight- 
ened civic thought the operations of 
dives which, if permitted to con- 
tinue, well may Dring an entire in- 
dustry into disrepute. They speak 
the language of the underworld and 
the only authority they recognize is 
that of force. 


They are confident they may do as 
they please so long as they pay off to 
some local ward heeler or the cop 
on the beat, and sad experience 
teaches us that too often they are 
right 


Organization Needed 
To Combat Evils 


Within recent weeks proposals of 
one kind or another have come to 
my notice for lavish expenditures by 
distillers to arouse civic indignation 
through full-page advertisements. 


I realize | am making myself ex- 
‘\remely unpopular among my news- 
paper friends when I state that every 
possible influence I can bring to bear 
will be against such a waste of 
money. You do not arouse civic con- 
sciousness in that manner, whatever 
the newspapers and advertising 
agencies may say to the contrary. 
You accomplish it through organiza- 
tion. 


The prohibitionists know that. 
Their work is not proclaimed nor 
their funds squandered in extrava- 
gant advertising campaigns. They 
are utilizing the radio in some sec- 
tions of the country but always with 
one aim and purpose—organization. 
lt is a much more tedious process, 
vet it is a far more effective one. 
I: offers the only sound approach to- 
ward even a partial solution of a 
problem which antedates recorded 
ustory. 


The question of how this organiza- 
tion of public sentiment and com- 
munity responsibility may best be 
promoted probably will have to be 
enswered in different ways in dif- 
ferent sections of the country 
through a process of trial and error. 

It is doubtful whether organiza- 
tions having as a nucleus men and 
women engaged in the alcoholic bev- 
erage industry in one capacity or 
another will prove entirely effective. 
Suffice to say that distillers, aware 
o1 their responsibility to the public, 
are giving serious thought as to pro- 
cedure. 


The foregoing was delivered 
Nov. 29. before the Society of 
Restaurateurs in New York Cily. 


| 
} 
| 
| 
| 
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"The Yeas and Nays” 


Editor's Note Letters of comment 


and suggestion are invited. Those 
not intended for publication, and 
those to which writers desire to 


have only their initials attached if 
published, should be so marked. 
Even if initials only are to be printed, 
letters must be signed and address 
given. 


The Ambition of Dictators 


Sir:—This from your editorial page. 
Nov. 28: “Italy has grabbed Ethiopia in 
a passionate desire to find an outlet for 
her excess of people.” I think the con- 
stant reiteration by Italy and German’ 
of urgent need for colonies for their sur- 
plus population has misied you 

That this outcry is sheer pretence to 
cloak their real purposes is clearly 
shown by the fact that both countries 
are straining every nerve to increase the 


> 


surplus—giving bounties for large fam- | 


ilies, encouraging early marriage, lower- 
ing the legal age limit for marriage, etc 

Italy now has colonial possessions ag- 
gregating over 1,350,000 square miles—an 
area more than ten times that of the 
homeland with its post-war additions; 
and yet in all that vast area, mostly 
hers for decades, she has but a handful 
of colonists though many thousands of 
soldiers. Lack of room is not the trou- 
ble, it's Mussolini's Napoleonic ambition. 
Oakland, Caiif. O. E. HOTCHKISS 

* * 


A “Plank” for New Deal 


Sir:—The New Dealers have adopted 
#0 many planks of the Socialist platform, 
why not adopt one more, the best of all, 
“Production For Use,” and let the peo- 
ple on relief work and support them- 
selves? And save the United States 
twenty billion dollars? L. H. R. 


Pisgah, lowa. 


Asks “Production for Use” 


Sir:—I enjoy your paper very much, 
especially the articles by prominent men 
whose opinions you ask on different 
problems. I am, however, amazed at the 
apparent bewilderment displayed in these 
comments. Nearly every page of your 
paper cries to high heaven for production 
for use 

The whole civilized world is standing 
at the cross roads. There can never be 
any prosperity again until production ior 
profit is thrown over board. Production 
is being concentrated in fewer and iewer 
hands. 

The public debt is now so large that 
it will) never be paid. Repudiation will 
follow. Installment buying has been 
carried to such an extent that the added 
cost of goods is very materially lessening 
the purchasing power of the country, 
throwing more people out of work. 


Sherrill, N. 5. E 
* * * 
Advice for the G. O. P. 
Sir:—The statement trom Senator 


McNary, in your issue of Nov. 28, seems 
to be very timely and it is to be hoped 
that the Republican party will adopt the 
advice of the minority leader of the 
Senate 

Cockiness, at this time, will not get 
the Republicans anywhere between now 
and 1940, except that it would alienate 
some of the conservative Democrats in 
both the Senate and the House of Rep- 
resentatives. Their cooperation, during 
the next Congress should be very wel- 
come and appreciated, to help to brake 
the crazy antics of the New Dealers 
Berkeley, Calif. F. C. STADELHOFER 

* * 


Population Troubles 


Sir:—I submit the following comment 
upon your editorial “Civilization Versus 
Barbarism.” 

There is no denial of the fact that 
there is an overcrowding of population 


TITLE REG. US. PAT. OFF. 
in much of the European country. We 
are troubled with a similar condition in 
sections of this country. 

Within environs of practically 
every big city in this country there are 
more people that can be maintained 
economically. These people do not want 


the 


to migrate to new and undeveloped 
regions 
Today, one out of every four American 


potential wage earners is without a job 
in productive pursuit and this nation 
cannot afford to swell this number by 
playing host 
Decatur. 11) 


to outsiders 
ROBERT E. PRICE 

& = 
A “Challenge” to Religion 

Sir:—Always interested in your edi- 
torials, I have been deeply impressed by 
those -of recent date, particularly “The 
New Idolatry.” 

I intend to give this copy of the paper 
to my pastor when I have read it more 
fully and to ask that we make this edi- 
torial a matter of discussion in our 
young people's group, and, if possible, 
also a matter for action 

I believe that other pastors may find 
a challenge in this editorial. 

BERTA B. GRIFFITHS 
Sterling, Conn 


Why the “New Idolatry?” 

Sir:—Your diagnosis “The New Idola- 
try” is correct and timely, but I fear 
that the treatment you advocate is in- 
effective 
new idol be the state or the church when 
God and the individual are forgotten in 
the mad scheme to build up vast or- 
ganizations. 

Moral force is not a potent force. We 
have witnessed the decay of moral force 
within our borders within the past score 
of years to an extent unbelievable. I 
think that you meant spiritual force 


It matters not whether the | 


rather than moral force. Spiritual force | 


is the most potent force when man 
chooses to use it. 

We, Christian people of America, 
thank God that we are not like the god- 
less Bolsheviks nor the pagan Nazis, 
while we, like the Pharisees, have driven 
Christ from our churches. 

People the world over have lost faith 
in the honesty of religious leaders. Jesus’ 
scathing denunciation of the religious 


leaders of his time might well be made | 


today. 


Our churches are social clubs ingtead 
of places of worship 


Instead of the | 


Christian formula “live for others.” it is | 


“live off others.” 
Decatur. Il. 


ROBERT E. PRICE 


* * ® 
Fixed Prices for Crops 


S. After 50 years of practical ex- 
perience on the farm I think the time 
has come for the farmer on family-size 
farms to speak up. 

You are told that the farmer is much 
better off this year and has more money 
to spend, when the fact is. the average 
farmer of a family-size farm is as hard 
run as he has been in the past 50 years. 

If our Congress had enacted a bill giv- 
ing a minimum price of $1.25 a bushel 
on corn, $1.50 on wheat, and other basic 
crops in proportion, the unemployed 
would have been back to work long ago, 
and it would have given work to two 
million more men on the farms. The 
farmers are not asking for the earth, 
but a square deal, an American market 
for what America consumes. 

It is the family-size farms that have 
helped to make our country the best on 


@arth, and they will still do their part 


if given a chance. There is one thing 
sure: If the new Congress doesn't give 
the farmers an income on an equality 
with capital and labor, there will be 
many a horse coming back to Washing- 
ton in 1941 with a different color. 

New Carlisle, Ohio. G. K. SCHAUER 
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NEW YORK 


Be sure to visit America’s renowned 
“restaurants in the sky” for the best in 
dining, dancing and entertainment. 


* 


THE?+FORMAL 


Rainbow Room 


One of New York's smartest dinner and supper 


rooms Always featuring a famous orchestra, com- 


NEW YORK 


“plete show of brilliant stars and superb cuisine. 


* 


THE INFORMAL 


Rainbow Grill 


_A very popular dinner and supper room. A well 
known orchestra, a complete show and an ex- 
cellent cuisine are featured the year ‘round 


* 


On the 6sth floor of the 
famous R.C. A. Building 


+ THE PATENT LAWS: 


HE groundwork for an attempt to + 7 


restrict the rights of patent- 
holders, possibly in the coming ses- 
sion of Congress, has been laid 
After hearing how those rights are 
exercised in the glass container in- 
dustry, several members of the Tem- 
porary National Economic Commit- 
tee last week expressed the opinion 
that fundamental changes in the 
patent system should be made. 
Testimony showed that 
holding and manufacturing corpora- 
tions had been able 
production, and thereby control 
prices to an extent. Some of the 
witnesses upheld the practice, saying 
it helped to prevent “ruinous compe- 
tition” and to stabalize business and 
employment. 


TNEC Members Hold 
Effects Are Undesirable 


But the reaction within the TNEC 
was different. Most of the members 
took the position that such power— 


THE TNEC GOES INTO A HUDDLE 


patent- | 


to hold down | 


TNEC draws a contrast 
in patent procedure in two 
industries and talks of a 


revision of patent law. 
What would the changes 
be? Some hints are given 


here. 


| 


demonstrate that the system pro- 
vides undue advantages to wealthy 


corporations, that the individual! in- | 
ventor or patent-holder is handicap- | 


ped, and that the public welfare suf- 
fers as a result 

An inferential contrast was drawn 
between patent practices in the au- 


tomobile industry and in the glass 


container industry. 


The policy of automobile manu- | 
facturers in exchanging rights to use | 


At this informal conference, just before the Temporary National 

Economic Committee opened one of its hearings on the patent 

policies of the glass industry, can be seen: (left to right) Assist- 

ant Attorney General Thurman Arnold; Chairman Joseph C. 

O'Mahoney; S.E.C. Commissioner Jerome Frank, and Hugh B. 
Cox, Special Assistant to the Attorney General. 


if it is desirable—should rest with the 
Government. 


That was only one of many phases 
of patent-law operations covered in 
the search for a border between the 
beneficial and harmful features of 
the present system. Hugh. B. Cox, 
examining witnesses on behalf of the 
Department of Justice, sought to 


patents more or less freely had been 
described previously as a major 
tor in the development of thai in- 
dustry, in promoting competion anc 
‘technological advancement. 

Holders of basic patents for mak 
ing bottles or fruit jars, on the othe: 
hand, were portrayed as exercising 


their rights in a way to hamper en- 


~Harris & Ewing | 


HINTS OF A COMING REVISION + 


+ terprise and retard technological ad- 


vancement. 

Senator O'Mahoney, TNEC chair- 
man, and others at the TNEC table 
pointed out that questions of legality 
or morality were not necessarily in- 
volved. The idea in business is to 


make money, the chairman said, and 
it is perfectly natural for a corpor- 
ation to go about it in as many 
ways as possible. But whether some 
of the methods used in the glass con- 
tainer field should be permitted as a 
matter of public policy is another 


matter. 

One method discussed especially is 
the issuance of “restrictive patent li- 
censes.” These are licenses which 
require the licensee to abide by cer- 
tain conditions, to limit the kinds 

[Continued on Page 13.] 
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QUALITY AND LUXURY WITH NO RIVAL IN 
ECONOMY AND PRICE/ 


Willys and Overland cars are priced from 


£495 $645. fob. Toledo, exclusive of 
Federal and Seare Taxes (if any). Prices 
and specific atrons subpect to change 


See your dealer tor local 


SUPER-THRIFT ENGINE 
---27% MORE POWER 


LONGER WHEELBASE 
-ROOMIER BODIES 


OVERSIZE, SUPER-SAFE 
HYDRAULIC BRAKES 


@ Whirlwind power from the new Overland Super-thrift 
enables you to flash from 0 to 60 m.p.h. ia 18 seconds. 


Longer wheelbase and roomier bodies than any recent Willys 
Overland car. The 50-inch front seat is wider than ia cars much 
higher priced. Big luggage space. Plenty of head- and leg-room. 


The same high economy for which Willys-Overland cars are 
famous. The same high gas mileage that is saving owners many 
dollars...ask us to show you how you may save up to $15 per month. 


Scores of great features are crowded into this amazing car. 

See its superb, slip-stream beauty ... learn its low price. ‘Drive 

the Great New Overland— Pennies Go Miles in Luxury. 
WILLYS-OVERLAND MOTORS, INC, TOLEDO, OHIO 


engine 


OWNERS MAY SAVE UP TO °15 MONTHLY 


GREAT NEW OVERLAND 


UY, 


‘ 
‘ 


wane 


borrowing tomorrow's pleasures for today. 
If a candle had three ends they'd burn them 
all. Then, there’s the fellow who never lights 
his candle at all. He's bluffed by his fears 


of tomorrow. 


The destiny of our America depends upon 
those who can see today’s needs clearly... 
who can await tomorrow with confidence. 
Such was the spirit of our gallant fore- 
fathers. Had they burned the candle at both 
ends, or, had they failed to burn it at all... 
they would have accomplished nothing. In- 
stead, they left us a priceless heritage...2 


land and opportunities other nations envy. 


ree ends... 


Those who burn the candle at both ends are 
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The United States News 


December 19, 1938 


+ END TO FISCAL INSANITY’: SENATOR BYRD’'S ECONOMY PLEA + 


DAY nothing is more important 

than to bring to the citizens of our 
nation a true understanding of the 
complex administration of our gov- 
ernments and baptize ourselves 
afresh in the pure principles of rep- 
resentative democracy. 

For the past several years we 
have had at Washington much loose 
talk and loose thinking of a new 
liberalism which will sweep away 
the clouds of depression, wave a 
magic wand of legislative panaceas 
for our ills and give substitute for 
those time-old virtues of thrift, 
frugality, self-reliance and industry 
that have made our country great 
and given to us a progress, a free- 
dom, a happiness, a contentment 
that has never before been enjoyed 
by any great nation 

From my own personal observation 
in the Senate of the United States. 


a modern liberal is tested and judged | 


in proportion as to how liberal he is 
willing to be with other people's 
money. If a Senator votes to 
squander the peoples money ior 
every fantastic spending scheme de- 


vised in the human mind, he is a 
great liberal. If a Senator acts to 
safeguard the public treasury. to 
spend the taxpayers’ money judici- 
cusly. and only for necessary and 
useful functions. he is prociaimed 
“reactionary”, “an economic royai- 
ist” and more recently a “copper- 
head.” 


Calling names never solved a prob- 
lem or offered a solution for difficul- 
ties. For myself, how I am classi- 
fied in the public life of America is 
of little concern to me. I am a Dem- 
ocrat. I have voted my convictions 
and owe my allegiance to my con- 
stituents of Virginia and to my oath 
as a Senator of the United States. 
I intend to take orders from no man, 
no matter how powerful he may be 
I prefer to be a “Yes, but, Senator” 
to a “Yes, Yes. Senator.” 

When the history of this momen- 
tous period is written, I believe the 


true liberals of today will be re- 
corded as those like David Walsh, 
of Massachusetts, who fought the 


packing of the Supreme Court by the 
Executive, as he and others risked 
their political lives in defense of the 
immortal principle that our Gov- 
ernment was established in three 
branches, each independent of the 
other 


“Coercion” of Voters 
Through Relief Funds 


Those of us who act to preserve 
the financial solvency of our nation 
are fighting for true liberalism, be- 
cause without solvency there can be 
no liberal government. And so it 
was when we voted to make illegal 


the use of relief funds in elections. | 


Certainly there is nothing more 
unliberal and un-American than to 
coerce and control the sacred privi- 


lege of suffrage in a free country by 


commands from those who dispense | 


relief to the destitute who are com- 
pelled to accept charity from their 
Government. That this has been, 
and is being done, no informed per- 
son can deny, and such action by 
high officials received encouragement 
in the defeat by one vote in the Sen- 
ate of the United States of a resolu- 
tion denouncing this utterly inde- 
fensible use of public funds. 

And again in supporting the reso- 
lution condemning sit<iown strikes, 
a liberal vote was cast because the 
principle of the sanctity of private 
property from mob possession is in- 
herent in every liberal form of gov- 
ernment. So the classification is 
largely a matter of definition. But 


I can say definitely that good gov- | 


ernment and liberal government 
would be vastly promoted if the 
brain-trusters from Tugwell to Cor- 
coran would go home, and if Con- 
gress resumed its constitutional duly 
for the initiation and consideration 
and adoption of national legislation. 

Today the time has come to 
analyze, to appraise the good as well 
as the bad, and to pass judgment on 
the vast legislation adopted by the 
National Congress in the past 
years. Our last election 
very clearly that the American people 
intend to do this very thing, and are 
doing it. 


| curity 


six | 
indicates | 


In this analysis let us remember | 


that the real test of a law—the real 
worth of legislation—is in practical 
administration and effect upon al! the 
millions of our citizens, and that a 
principle enacted into a law—a just 


and fair principle—is often defeated | 


by the maladministration of its op- 
eration. 


With much important 


legislation | 


enacted in this period, I can heartily | 


agree. I have been in accord with 
the foreign policies of our Govern- 
ment. 
Kiull in his efforts to regain our for- 
eign trade and to repair some of the 
aqamage of the Hawley-Smoot Tariff 
bill signed by President Hoover. 

I have supported adequate national! 
defense and will continue to do so 
unless national defense is 
merely as a means of pump priming 
and public spending. I favored con- 


trol of the New York Stock Exchange , 


I have supported Secretary | 


used | 


The Burden of Spending and Taxes to Finance It—Dangers of Continued Federal 
Deficits—A Program for Retrenchment 


and will vote for greater control to 


eliminate existing abuses. 
I am opposed to monopolies that 
operate to throttle competition and 
fix prices. I applaud the remark- 
ably fine work done in the reorgani- 
zation of the banking system. 


Advocates a Revision of 
Social Security Plan 

As a member of a special commit- 
tee of the Finance Committee to 
consider a revision of the social se- 
legislation. I will 
measures to reform and strengthen 
and make workable a social security 
program within the ability of our 
citizenship to support. Social se- 
curity, in one form or another, is 
here to stay 

In surveying recent legislation, 
remember that private enterprise is 
the foundation stone on which our 
Republic is founded. Private enter- 
prise, and not the Government, must 


provide employment for our citizens. | 


Private enterprise is the motor that | 


support | 


By SENATOR HARRY F. 


Democrat from Virginia; Member, Senate Committee on Finance; Chairman, Senate 


Committee on Investigation of Ex- * ernment corporations. 


ecutive Agencies of the Government, 
I assert that we have at Washing- 
ton today the most costly, the most 
wasteful and most bureaucratic form 
of government this Republic has 
ever known or any other nation has 
been afflicted with. 

For nine years we have spent more 
than our income for recovery and 
relief. Our deficit for the current 
fiscal year will be the largest in 
peace-time history. 

For recovery and relief we have 
spent $27,000,000.000 since the de- 
pression began. In addition, we have 
borrowed and loaned $8,000,000,000 
more to citizens and corporations, 
much of which, I predict, will never 
be repaid to our Government. Our 
debt in 1932 was $16,000,000.000, with 
no contingent liabilities. On July 1, 
next, we will owe at least $41,- 
000,000,000 in direct debt and will 
have a contingent liability, which is 
not listed on the financial statements 
of the Government and of which no 


catchwords. 


page. 


Huge Government expenditures and the accompanying 
burden of taxes, present and future, are drawing more and 
more attention of national leaders and the general public. 

“Economy” and a “balanced budget” have been discussed 
so widely and seriously that they have become popular 


Among statesmen who have striven hard to bring home 
to the nation the implications of mounting debt and taxa- 
tion, Senator Harry F. Byrd, of Virginia, has been in the 
forefront. In an address before the Massachusetts Federa- 
tion of Taxpayers’ Associations Dec. 10, he presented an 
illuminating summary of Government expenditures, debt 
and tax burdens, and of their effects on the public. 

Because of wide interest in the subject and of the direct 
connection between Federal expenditures and the pros- 
pective drain on the pocketbook of every taxpayer, The 
United States News herewith presents his address on this 


provides the taxes for our Govern- 
ment to operate. If taxes become 
confiscatory, if Governmental reg)- 
mentation becomes too oppressive, if 
Governmental competition becomes 
too destructive, then private enter- 
prise can neither pay the taxes nor 
give employment to the workers. 

Remember, too, that the character 
of our individual citizen is our most 
valuable national possession, and the 
character of many can and will be 
injured if not destroyed by unre- 
stricted and profligate public relief, 
as character comes from self-help 
and industry and not from idleness 
and thriftlessness. 

The very immensity of our relief 
expenditures has made impractical 
the confinement of relief to those 
actually in need—an obligation that 
all of us recognize must be met in 
the fullest measure—with the result 
that millions of able-bodied citizens 
rely upon the government for sup- 
port and have ceased to exert their 
effort for self-help and to obtain pri- 
vate employment. 


Federal Grants Place 
Burden on the States 


A grant to the States by the Fed- 
eral Government is not a gift. 


Government official has made an- 
nouncement. This liability is just 
as much an obligation as the re- 
ported debt. 


Thirty Government corporations 


have been organized with au- 
thority to issue bonds, debentures 
and notes to the amount of $16,- 


229,325,000. These obligations when 
issued are guaranteed in full for prin- 
cipal and interest by the Govern- 
ment of the United States, 
repeat are not included in the debt 
you find reported in the Treasury 
statements. 

For nine years we spent more than 
our income for recovery and relief. 


Our deficit for the current fiscal year | 


will be the largest in peace-time his- 
tory. 

For recovery and relief we have 
spent $27,000,000,000 since the depres- 
sion began. In addition, we have 
borrowed and loaned 
more to citizens and corporations, 
much of which, I predict, will never 
Le repaid to our Government. Our 


<cebt in 1932 was $16.000,000,000, with 


no contingent liabilities. 


Nothing would curb the wanton ex- | 


travagance in our Federal Govern- 


ment more than a recognition of this | 
very simple and elementary prin- | 


ciple. 
Federal Government in the past five 
years has in fact been a mortgage, 
and a first mortgage, on the property 
of every citizen in each of the 48 
States 

In this confederation of States— 


Actually every grant from the 


United States of America—the parent | 


Government has no money except 
such as is derived from the States 
by taxation. It has no security on 
which to borrow except the property 
of the citizens of the 48 States, so 
instead of a grant being a gift, the 


States are given a mortgage to pay | 


with accrued interest, and the bu- 
reaucrats at Washington take a toll 
for top-heavy administrative cost, 
which, in some instances, as I have 
shown on the floor of the Senate, has 
equaled a full 33 per cent of the sum 
expended. 

As one who for three years has 
been 
penditures as chairman of the Select 


investigating our Federal ex- | 


On July 1, 
next, we will owe at least $41,000,- 
000,000 in direct debt and will have 
a contingent liability, which is not 
listed on the financial statements of 
the Government and of which no 
Government official has made an- 
nouncement. This liability is just 
as much an obligation as the re- 
ported debt. 


In these cor- 


porations the Government 


Federal 


BYRD. 


Special Committee to Investigate Executive Agencies. 


* tax problem with the wisdom and  tional—spent $18,415,000,000, and for 


has purchased and paid for stock to | 


the extent of $1,983.893,000. 


A case in point of one of the thirty 
borrowing corporations is the Com- 
modity Credit Corporation, with a 
capital stock of $100,000,000 and over 
$200,000,000 of notes, sold to the pub- 
lic and guaranteed by the Federal 
Government. 

This corporation lost in its opera- 
lions 94 per cent of its capital stock 
and received a Federal appropriation 
of $94,000,000 to pay this loss. And 
then to avoid the trouble of report- 
ing future losses to the Congress, ob- 
tained on March 8, last, the passage 


of a law directing the Secretary of | 


the Treasury to pay all losses with- 
out the formality of first obtaining 
an appropriation from Congress, and 
to automatically include such losses 
in deficiency appropriation bills. 

Some of these vast corporations 
make detailed reports to Congress 
and some do not. Many are not ac- 
countable to the Comptroller General 
for control audit, such as the Ten- 
nessee Valley Authority, a corpora- 
tion with over a quarter of a billion 
of stock and further authority to 
issue guaranteed bonds. 


Appropriations Set 
Peace-Time Record 


The recoverable assets, if and when 
realized, will be vastly disappointing 
and cannot be relied upon to dis- 
charge any substantial part of the 
indebtedness our Government has 
incurred. Our situation today, in 


, brief, is this: 


We have trebled the public debt in 
five years. This debt is now an 
average of over $1.000,000,000 for each 
State, and the interest before this 
debt is paid will be more than the 
debt itself. 


The Federal appropriations in this 


, Current year are the largest in peace- | 


but I 


$8,000,000,000 | 


Thirty Government corporations | 


have been organized with authority 
to issue bonds, debentures and notes 
to 
These obligations when issued are 
guaranteed in full for principal and 
interest by the Government of the 
United States, but I repeat are not 
included in the debt you find re- 
ported in the Treasury statements. 


Actual Debt Placed at 
About 50 Billions 


With much difficulty, I have as- 
certained that on June 1, last, bonds, 
debentures and notes had been issued 
by these corporations, over three- 


time history. Our tax collections for 
the year ending last July were the 
largest. Yet in the present fiscal 
year our deficit will be the largest 
peace-time deficit. In the ninth con- 
secutive year of great deficits, we are 
farther away—and I say this ad- 
visedly—farther away from a bal- 
anced budget that at any time since 
the depression began. 


The Federal Government alone is 


spending $23.000 every minute of | 


every day and every night including 
Sunday, and of this $11,500 is being 
added each minute to the public 
debt. 


Coincident with the rise in the 


Federal debt and increase in Federal | 
taxation have come similar increases 


in 
localities. The Federal Government 
has demanded the same prodigality 
of spending by the other govern- 
mental units of our Republic, and 


the burdens of the States and | 


the sovereign State of Georgia has | 


only recently been publicly repri- 
manded because that State was re- 
luctant to amend its constitution to 
issue state bonds and abandon its 
wise and frugal policy of pay-as-you- 

This current year. tha fiscal year 
of 1939, the expenditures of all gov- 
ernments in America will be more 
than $20,000,000,000, or about one- 
third of the total gross income of 
this nation, and this $20,000,000,000 
is more than twice the value of all 
products that come from the soil 
and under the ground, all the prod- 
ucts of the farm, including live 
stock, the products of the forest and 
the products of the mines. 


Ordinary Costs Doubled 


in Last Five Years 


How long can a Republic exist 
spending one-third of its gross in- 


come and twice the value of the new 


the amount of $16,229,325,000. | 


fourths having been sold to the pub- | 


iic to the amount of $7,940,462.000. so 
that our actual debt on July 1, next, 
will approach $50,000,000,000, and 
may be much more if the maximum 
authorization to issue $8,000,000.000 
of bonds is exercised by these Gov- 


| 


wealth that comes from the soil? 
As ominous as are our vast expendi- 
tures for recovery and relief, the fact 


too, is that by actual budget figures | 


the regular or ordinary expenses of 
Government have increased from §$2.,- 
700,000,000 in 1934 to $5,700,000,000 
in 1939, an increase of more than 
100 per cent. 

We are told that the millionaires 
will pay this debt and this spending. 
The total income of those receiving 
more than $100,000 last year was 
$974.000,000. If this income were all 
confiscated by taxation, it would pay 
the cost of the Federal Government 
for less than 30 days and the cost 


of all governments for less than 15 | 


days. 
the expenses would be paid “in the 
sweat of every man who labors,” and 
you know who described in 1932 our 


For the balance of the year | 


accuracy of those words. 

We are facing a perilous situation. 
and what can be done about it? Can 
we expect any leadership from the 
present administration for economy 
and retrenchment? As one who has 
fought for five years for prudent 
spending at Washington, I say no 
As a Democrat I say it with sorrow. 
as my party is in power, but the 
Republican party cannot escape re- 
sponsibility for their share in the 
present orgy of spending. Mr. Hoover 
added the first five billions to the 
public debt. and a majority of the 
Republican members in the Senate 


have voted for the huge appropria- | 


tion bills 
Mr. Eccles’ Policy on 


Spending Criticized 
So long as the economic philosophy 


of such men as Chairman Eccles of | 


the Federal Reserve Board dominates 


| should be greater 


the previous year $17,516.000.000. So 
we spent more and not less 

Mr. Eccles said again that taxes 
in America were 17's per cent of the 
national income and 20 per cent in 
England, and cited this as one of 
the reasons why the business index 
in England is now 118 per cent of 
the 1929 level and in the United 
States 75 per cent. He omitted to 
say that England on a pay-as- 
you-go basis and that, while our tax 
collections this year are per 
cent of our income. our actual ex- 
penditures for all governments total- 
led 30 per cent. or 10 per cent more 
than in England. Following this line 
of reasoning. then our prosperity 
than England's 
prosperity, but Mr. Eccies says it is 
not 

To my way of thinking. Mr. Eccles 
paid a tribute in this comparison to 
pay-as-you-go financing. If Great 
Britain can reduce her public debt 


is 


SENATOR BYRD 


the fiscal policies of the present ad- 
ministration, no leadership from 
those in high places in Washington 
to restore the country to a sane bud- 
get policy can be hoped for. 

Mr. Eccles, one of the sponsors of 
the discredited undivided profits tax, 
repealed by public demand, believes 
that government spending should be 
reguiated not by the needs in the 
functions of Government, but for the 
purpose of promoting prosperity by 
spending borrowed money. 

The more you borrow and spend, 
the more prosperous you are: the 
more taxes you pay, the more pros- 
perous you are, says Mr. Eccles. This 
incredible statement was made by 
the head of our national banking 
system in New York last week and 
indicates to what depths of false 
reasoning we have sunk in the crack- 
pot legislative ideas of those holding 
important public positions. 

“It is perilous,” says Mr. Eccles, 
“to reduce public spending”—and to 
adopt sound principles of financing 
after nine years of fiscal insanity. I 
say it ls not only perilous if we do 
not start soon to approach a bal.- 
anced budget, but it will be dis- 
astrous. What about the hardships 
and distress we will suffer when the 
pay day comes and our sweat and 
toil must pay for this reckless waste, 
not only to repay the principal of 
the debt, but for the interest? 

If Federal spending is a prop for 
prosperity, what will happen when 
the prop is withdrawn, as some day 
musi. be done, because not even the 
richest nation in the world can con- 
tinus: indefinitely to violate the basic 
principles of sound finance? 

We have primed the pump with 
borrowed money for five years. The 
result has been a tragic failure. Our 
unemployment today, as just an- 
nounced by the Government. is over 
10,500,000, or 3,000,000 more than a 
year ago, and not so many less than 
when the depression began. 

Mr. Eccles further said in New York 
that the recession that began in the 
fall of 1937 was caused by reduced 
public spending. The actual! records 
contradict this statement. For the 
year beginning July 1, 1937, 
governments—local, state and na- 


all | 


per capita, as she has done, for the 
past five years, and have a relatively 
higher prosperity than we have. then 
A pay-as-you-go plan in this country 
may Oring to us the advantages that 
Great Britain now apparently enjoys. 

Under the pay-as-you-go plan Eng. 
land has reduced her per capita taxa. 
tion 5 per cen, as compared to the 
levies of 1928. Our Federal Govern- 
ment has increased the per capita 
taxation in the same period by 
per cent and is paying by taxation 
only one dollar out of each two dol. 
iars expended 


Bureau Reorganization: 
Why the Bill Failed 

At the last session, the administra- 
tion's reorganization bill de. 
feated because of the vast and un- 
American powers it conferred upon 
the executive. The American people 
want no Government governed by 
execulive decrees, bul want progress 
to be achieved and our Government 
operated by the democratic method 
of action by Congress and free de- 
bate and decisions 

Although hundreds of millions of 
dollars can be saved by a reorganiza- 
tion for economy and efficiency, the 
reorganization plan submitted in the 
last session by the Administration 
carried with it the frank admission 
that no economy or retrenchment 
was contemplated In fact, three 
new permanent departments were to 
be established, two with new Cabinet 
heads, and would have resulted in 
increasing the cost of Government. 

The abolition of the Comptroller- 
General, the watch dog of the Trea- 
sury, having the power to prohibit 


Was 


+ 


illegal expenditures, was provided. It | 


also provided for the abolition of the 
non-partisan Civil Service Commis- 
sion of three and the appointment 
of one commissioner, removable at 
the pleasure of the President. and 
gave to the President control of the 


len quasi-legisiative agencies of the | 
Government, such as the Interstate | 


Commerce Commission, Radio Com- 
missian and the Federal Trade Com. 
mission. 


The President was given the power | 


i to conduct the Government of the 


United States by executive decree, 
It even extended the power to alter, 
amend or abolish functions of Gove 
ernment, all without the approval of 
Congress. It deprived the Senate of 
most of its present powers of con- 
firmation of appointments.. 


Need of Reforms to 
Reduce Expenses 


It was defeated, and wisely so. But 
ithe need for reorganization for econe- 
omy and simplicity becomes greater 
every day. In the last five years 60 
new agencies of Government have 
been added. The number of employes 
at Washington has been doubled, 
In each State a miniature Federal 
Government has been set up, oc- 
cupying office space equivalent 
to the floor space of an Empire State 
Building 

It is evident to me, as I think it 
must be to you, that no voice of in- 
fluence will be raised in the Washe- 
ington administration to eliminate 
waste and inefficiency, duplicated ef- 
iort and over-lapping activities and 
to restore our country to sound fiscal 


an 


principles The hope lies in an 
aroused public interest by you, the 
cilizens who must sooner or later 


pay for these extravagances. 

The vast Federal spending is en- 
trenched in every nook and corner 
of America. Actually one out of every 
80 men, women and children in the 
United States is now on the regular 
pay roll, as more than one million 
and a half are regularly employed 
by the Federal Government in its 
various activities. In addition. there 
sre more than one million Federal 
pensioners, and to this must be added 
the millions receiving Federal relief 
and subsidies of one kind or another. 

To dismantle and reduce this 
figantic bureaucracy is a task of 
overwhelming proportions, but the 
reward is the preservation of sound 
Government and to prevent inflation 
and to keep our country secure for 
our children and those to follow. 


A Suggested Program 
For Federal Economy 


Let me suggest a program: 

First. thoroughly reorganize the 
Federal Government for simplificae 
won, 


retrenchment and economy: 


and I propose to introduce such 
legislation 
With equal emphasis I submit 


there should be a cancellation of the 
existing authority of 30 Federal bor- 
rowing corporations which now have 
power to add $8,000.000.000 to the 
public debt: and that such corpora- 
Lions, about which so little is known, 
should function through the budget, 
allowing Congress to approve or re- 
ject future expenditures. This action 
would preclude at least a portion of 
the enormous public debt now im- 
pending. 

Inescapable in this program is the 
fact that, exclusive of relief, 30 per 


cent of the total expended by the 
Government 


today is for activities 
new to the Government in the last 
nve years ‘the Greenbelts, and tree 
belts. and other such dispensable 
activilies!. Let these be reduced to 
ihe minimum and great sums can 
be saved without impairing the 


necessary functions of Government. 


A Purge of Relief Rolls 
And Shift in Costs 


This program would 
thorough, 


embrace a 
honest, purge of relief rolls, 
ciiminating all undeserving, and re- 
ducing relief costs by stopping all 
expenditures in excess of providing 
for those in need: and this can only 
be done by requiring localities to 
bear a portion of the burden, thereby 
directing local interest to reform in 
the relief program. Elimination of 
unnecessary relief costs is vita] to 
the preservation of the character of 
the American people 

It is a fact that 33 States take 
from the Federal Government for 
relief only ‘exclusive of grants and 
subsidies) more than they pay into 
the Treasury from which they draw. 
Virginia and Massachusetts are 
among the 15 States in all the nation 
with relief drafts on the Federal 
Government of less than they con- 
tribute in revenue. 

Reasonable taxation is one of the 
best assurances of business pros- 
perity. The essence of our Democ- 
racy is the conducting of our Govern- 
ment within the ability of our people 
tO pay. 

Government efficiently and eco- 
nomically operated is our best pro- 
lection against the undermining of 
democracy. 

National financial preparedness 
would be the objective of this pro- 
gram. Financial preparedness is the 
greatest bulwark of national defense, 
and it is the greatest guarantee for 
national security. 


The foregoing is the major por- 


fion of an address Dec. 10 in 


Boston, Mass., before the Mass- 
achusetts Federation of Tarpay- 
Associations. 
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he United States News 


“MON 


not permit me to discuss this 
question adequately. Your patience, 
which is remarkable, would be tried 
bevond endurance if I attempted to 
do so. I recognize that I shall have 
is strip my talk down few bare 
essentials. and sincerely beg your for- 
giveness 

First, I 
clear that 
monetary a 


wo a 


all 
perfectiv 


for keeping you 

hope to make it 
do not have a centrai 
uthority, or even 
banking authority, in the 
States. In this connection, we ought 
to consider in the light of experience 
at home and abroad what a central 
monetary authority can do, and what 
it cannot do. to influence and control 
price levels through monetary action 

Secondly. I want briefly and 
frankly to discuss currency devaiua- 
tion—changing the gold value of the 
dollar—as a lever to control prices 
The most I can hope do is w 
emphasize the importance of think 
ing that question through for your- 
selves to a definite conclusion 


Stable Price Level 
May Be Insufficient 


Finally, I want consider 
with me whether the goal o: our na- 
tional endeavor should be merely to 

‘tablish and maintain a certain 
price or whether we should not 
fix our sights on something of per- 
haps even greater importance—our 
national income, our employment, 
and our standard of living 


at 


we 
a ceniral 
United 


LO 


you Ww 


leve| 


The Board of Governors of the 
Federal Reserve System is not the 
powerful monetary authority many 
of vou believe it to be. I want to 
help you to look facts in the face 
even though some cherished illusions 
may fall and halos vanish in tne 
process 


In the field of money and credit 
the spending policies of the govern- 
ment. its taxation policies, its deficit 
financing all are powerful factors, 
and they are in the hands of Con- 
gress, not of the Federa! Reserve, nor 
could they be delegated to any other 
monetary authority Congress might 
se. up 

The cold stabilization fund and in- 
ternational exchange transactions 
constitute a powerful monetary force, 
end operated by the 
Treasury. not by the Federal Reserve 
Tt is left with the Treasury to de- 
termine the nature of our gold 
operations. Gold inflow from abroad 
has taken place in recent years inh 
quantities that stagger the imagina- 
tion. During the past four months 
a.one this country’s net receipts of 
gold have amounted to §! 250.000 000 
They are handied in such a Way 
that their dollar equivalent is added 
to the excess reserves of the banks 
And while the Federal Reserve is in- 
volved in the operation it has no 
more control the policy than 
does the Board of Directors of your 
own American Farm Bureau 

In the banking field, federal re- 
sponsibility is split up into several 
seaments of which the Federal Re 
serve has one. It plays, in fact, 
» relatively minor role in banking 
supervision, even though its powers 
to influence general credit conditions 
are considerabie 


they are 


ovel 


Divided Responsibility 
In Bank Supervision 


Let me show 
spil-up in 
On a recent 
banks in 
tnese 
Federal 
memoet 
which 
the Comptro 
examines and supervises 
rest are 
banks who choose ie and the 
Federal Reserve System shares the 
responsibility of and 
supervising them with the banking 
suthorities of 48 states. Of the 
nemode! banks numbering 
8 551. 7.641 are insured i: Federa 
Deposit Insurance Corporation, which 
the 
wilh 


OU what 
Federa 
date there 


15.964 

of 
members of the 
oO! 
Lo 
who 


were 
the banking struciur 
oniv 6.384 are 
Reser 
5386 are 
primari)) 


fthe © 


eT @i 


the 
national 
are responsibie 
urrency 
ihem. The 
998 state 


of the members 


oer 


noli- 
state 
tne 
responsibility of super- 
vision the 48 state 
The remaining 910 

Perhaps much that 
might be accomplished 
mental author 
vision and through 
on the banks. In 
where there fewer banks 
method is often quite effective In 
this country, in view of our very iarge 
number of widely scattered banks, 
and the dispersion of supervisory re- 
sponsibility. little can be hoped for 
by that method 

I mention these things so that you 
may see the picture as it is, not as 
many people think it is. Now that 
| have at least tried to ciear away 
some of the underbrush, | am willing 
ts come to grips with the first ques- 
tion. If Congress creates a central 
authority with full monetary powers, 
can that authority, by action in the 
field of money and credit alone, 
establish and maintain a certain de- 
sired price level, say the price level 
of 1926? 

I doubt it. In the first place. Con- 
gress could not, even If it would. dele- 
gate to the authority 
over taxation and 


snares 
aulnoriti 

not insured 
worth-while 
throuch 
direct influence 


coun 


are 


govern 
Lies uper- 
tries, 


are inis 


any control 
spending, 
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IME on this crowded program will * 


two. 


KERING’: ITS MEANING TO BUSINESS 


Central Monetary Control no Assurance of 1926 
Price Level—More Income as Need 
By CHESTER C. DAVIS. 
Member, Board of Governors, Federal Reserve System 

monetary factors That.¢ The monetary gold stock in 1926 earlier yearé. 
however, is aside from the mainques- wa $4.165.000.000 In November, l really hesitate to turn now to 
tion I would say that such an 1638 was $14.162.000.000. The in- the second topic I outlined for discus- 
authority, using the powers Congress crease Was nfearly 200 per cen' ion, because complete consideration 
might e@rant it, could insure an How about the cost of money? The ' of that issue would require more time 
abundant supply of money and credit 
at low rates of interest. The existence 
of that supply of cheap money, how- 
ever, would not guarantee the de 
sired degree of economic activity, or 
the desired response in prices 

Money, in the modern sense, in- 
cludes the currency and coin we use, 


and our bank deposits. ‘These con- 
stitute our means of payment. Cur 


rency is availabie in whatevel 
quantities the public demands. If 
circumstances created the demand, 


currency would flow out tomorrow in 


almost unlimited quantities. To il- 
lustrate that point, currency in the 
amount of $9,.206.000.000 was issued 


by the Federal Reserve System in the 
12-month period from July 1, 1937, to 
June 30, 1938 

It is a mistake to 
mere issue of currency 
monetary effect on 
structure. The point 
the Government 


the 
has any 
the economic 


assume that 


is not whetner 
pays DY currency or 
otherwise, bul merely how much the 
Government spends and how it 
raises it. If it comes out Laxes, 
i, may or may not diminish some 
other spending. If it comes of 
savings, it may and may not diminish 
other investments. If it is borrowed 
from the banks, then it adds to the 
money supply as well as to the spend. 
june stream. If new currency is issued 
it flows right back into the banks, 
and onivy that quantity remains in 
circulation that the needs of busi 
ness or the whim of hoarders cals 
for. As the currency is deposited 
with the banks it merely adds to the 
excess reserves of the banks, which 
gre already very large. 

Many you believe. 
Thomas of Oklahoma 
tary authority. 
aione, 


of 


out 


of with Senator 
that a mone- 
by monetary action 


could restore the 1926 price 


of money. 


A decline in the price of farm products is creating new | 
pressure for tinkering with the American dollar. | 
Important Senators and Representatives are prepared to 
| push pet plans for further devaluation of the dollar, for 
creation of a commodity dollar, for adding to the supplies 


“Money magic” definitely is in the Washington air again 
to worry the Government's highest officials. 
The task of answering the advocates of money magic 


~—Underwood & Underwood 


CHESTER C. DAVIS 


Pederal Reserve discount rate in 1926 @ than we could possibly command tw- 


vas 4 per cent. In 1938 it is 1 per 
cent in the New York Dank; 1’, per 
cent in the other Federal Reserve 
banks. Compare the interest rates 
charged customers. In November, 
1926, the averace rate irced in 
New York City was 479 per cent 
In November, 1938, it was 238 per 
cent 

he average rate charged by banks 


was assigned to Chester Davis, member of the Board of 
Governors of the Federal Reserve System. Mr. Davis made 


the answer in an address, printed in full text on this page, 
which was given before the annual convention of the Amer- 


scan Farm Bureau Federation. 


level and 


| As a former leader in the farm movement and Adminis- | 
trator of the Agricultural Adjustment Administration, Mr. 

Davis analyzed the money tinkering proposals from the 
| viewpoint of agriculture, which is the source of the plans. 


mai i} ain a? ind @asiern Cilies 
look at the record What was the was 5.06 per cent in November 1926, 
price and monetary picture in 1926 and 3.28 per cent in November, 1938 
compared with today? In 27 southern and western cities 
In 1926, the index of ail farm prices the banks charzed 561 per cent in 
was 145, that is, the average pr. November, 1926, and 4.05 per cent in 
ct farm products was 145 per cent ol! November, 1938 
the 1910-14 ievel. The index of prices . — 
Now just one more figure in this 
farmers paid was 155 Farmer 
: monetary comparison, and then Il 
therefore, were getting 94 per cent ol 
1926 G f Aidit pas a,0i112 SOT eise 
parity price in lf rain farmers 
You ™ have heard about excess re. 
were getting 85 per cent of parity 1 , 
In November, 1938, last month, the ' 
> member Danks have on deposit with 
index of all farm prices was 94. The , 
_ lhe Federal Reserve banks in excess 
index of grain prices was 60. The “9 beige 
re eTrve ney Are requirea 
i.dex of prices farmers paid was 121. - 
iw to hold. These excess reserves 
Farmers were recei\ ine 78 per cent of 
G mav serve “as tne a 
the parity price. rain farmers were ‘ aa 
pe b. (xpansion of credi' In 1926 there 
receiving OU per cenl Ol parily price 
Vere. pracuicaily speaking, no excess 
reserves at all tt rst hh 
Monetary Situations : At the first of this 
month they stood at over $3.350.000,- 
Of 1926 And Now LUO 
Now let's turn the page over and We stand today approximately at 
luok at the monetary picture in 1926 4+-"ime high the combined 
compared with that of last month ‘tal of money supply and an all- 
The daily average of money in cir- ‘'™e ‘OW in the cost of money. Yet 


culation in 1926 was $4.645.000.000 
The daily average im November, 1938 
was $6.750,000.000, an increase of $2 
105.000,000, or 45'» per cent. over 1926 
Of course, the quantity of currency 
in circulation has nothing to do with 
prosperity or prices. If it did, March 
1933, should have been a period of 
prosperity and high prices, for then 
the quantity of currency in circula- 
tion reached an all-time high. That 
didn't mean people were prosperous: 
li meant they were afraid 
oanks. 

The total of all bank deposits 
c,usive of interbank 
U S$. Government deposits, which 
was $46.440,000.000 in 1926. climbed 
Lo $51,.250.000,000 in 1938, an increase 
of nearly 5 billions. 


of . the 


ex 
deposits and 


we are about to finish a vear in a whieh 
the total annual income will reach 
approximately 64 billion dollars com 
| pared with 73 billions in 1926 and 
about 79 billions in 1929. 
In other words 
for ourselves the 
string we ever had. The trouble is 
that. while Can cut a string to 
about any iength you want, you can’t 
pusn it where Want it lw go 
Someone at other end has to 
We have the deposits—but they 
> iefuse to work. The annual rate of 
urn-over which Was estimal- 
20 times in 1926 26 
in 1929. is running at a rate 
1 about 13 times this year. People 
arent using the money they 
have as actively as they did in those 


we have fashioned 
longest piece of 


you 


you 
Line 


pull 


DOs) 
“ad al 
rmes 


and at 


ust 


gay 

Many of you believe that we can es- 
tablish any desired level of commod 
ity prices by changing the dollar 
value of gold. I devoutiy wish the 
solution of the farm problem were as 
Simple as that. Dut a fairly close 
study of the question has made a 
skeptic out of me. 


Changing Gold Value 
Of the Dollar 
There is no supreme court of fi- 
nance and economics before whom 
this issue can be debated, and by 
whom it can be decided. Personally, I 
"hink the group in this room is just 
as competent to reach a sound con- 
vy in the world, provided 
question all assumptions and 
take account of experience in mak- 
ing up their minds 

For the belief 
prices can be 
by changing 
does rest 


CiUSIONn AS Al 
(nev Will 


that the level of 
raised or lowered at wil! 
the nrice of 
on an assumption, and 
very important to understand 
that. It is the crux of the entire 
matter. The assumption is that com- 
mocity prices are in reality gold 
prices, not currency prices; that fun- 
damentally you sell your grain and 
your livestock and yoyr dairy prod- 
ounces of goid-—not for dol- 
ATS: and you get the same 
number of ounces whether the price 
of 2 high or low. If that 
Sumption is cerrect. then 
of course 
humoer 
represent, 
dollars 
ine eomn 


currency 


ucts fol 
nat 
Nd is as- 
it follows 
if you 
of dollars a unit 
doubie the 
required to pur- 
odity 

controlling and primary 
sult clothes is an ounce 
then Congress, Dy raising 
price of from $20.67 
to $35 an ounce, could raise the price 
f a suit from, say, $21 to $35 

If the dominant price of 1,000 brick 
is 232 grains of and gold is 
priced at $20.67 an ounce, the brick 
might be said to be worth $10. If 
the assumpiion is correct, and if the 
gold price of brick is the real price, 
then and the Presi- 
dent said that an ounce of gold would 
$35 $20 67. the brick 
should ‘sell at $16.93 per 1,000 instead 
$10 
But if after the price of gold is 
changed a similar suit continues to 
for $21, and the brick continues 
for $10, you might begin to 


aS matter 
cqouble the 
of 


goid 5 OU 


number of 
CHnuse 
If 
p! 
of 
ine 


ine 
Vi a of 


gold 


sf 


Froid 


when Congress 


represent not 
ol 


LO 


wonder whether after all the basic 
assumption is correct. Perhaps the 
dominant price was not the gold 


price, but the price in which busi- 
ness is done, that is, the currency 
price 

I recommend that this group stud) 
that basic assumption with the 
greatest care. I suspect you will find 
some interesting things about price 
behavior, leading into fields of in 
Lernationa! exchange, trade balances, 
and others that I simply cannot 
cover today 

There is another aspect which I 
feel 1 must touch upon, and that ls 
this matter of average price levels. 
Averages are terribly misleading. Ex- 
perts may tell you that the average 
depth of the Mississippi River lis 
only two and a half feet, but you 
know there are a lot of places in it 
to drown you if you start to wade it. 

Take some comparisons in farm 
price movements, for example. For 
the month of February, 1934, after 


ov 


i} 


devaluation and the increasing dol- 
lar price of gold during the summer 
and fall, grains in the United States 
sold for an average of 79 per cent of 
their 1910-1914 price. In November 
of 1938, grains averaged only 60 per 
cent of the 1910-1914 price. Meat ani- 
mais on the other hand commanded 
a price in February, 1934, only 65 per 
cent of their 1910-14 average, and 
by November of this year those prices 
had risen to 111 per cent of the 1910- 
14 average 

These figures I have been 
are just samples. and they are not 
intended to prove anything beyond 
pointing up the question I have 
raised about the assumption on 
which devaluation to achieve a given 
price level must rest. The thought 
I want to leave with you is that we 
must study this and related propos- 
ais with an open and critical mind 

Of course, changes in the exchange 
relationship between currencies of 
different countries are important 
and do affect prices of commodities 
in international trade But that is 
something entirely distinct from the 
devaluation theory which I have 
been considering 


2iving 


Increase in Income 
As Need of Nation 


As my concluding point, I want 
raise in your minds the question 
whether we aren't getting side- 
tracked when we concentrate our 
attention on a certain average price 
level and forget other goals that are 
perhaps of greater importance 
ourseives and to the nation 

What we need in this country is an 
annual income comparable to our 
man-power, and our physical and 
monetary resources. We do not have 
it today. The great central question 
the challenge to the nation, is this 
How may our people be employed in 
the increasing production of useful 
things that will afford a higher 
Standard of living to who 
wark’ 

I believe. and my associates on 
Board of Governors of 
Reserve System believe, that the in- 
come and purchasing power of a 
prosperous agriculture are essential 
to that goal. Within the scope of 
their powers they will do their ut- 
most to help you achieve it 

But aside from everything that 
can be done directiy to make agri- 
culture a driving power and not a 
brake in our economic machine, one 
important principle must 
work if we are to hit the stride we 
are cap@dle of. If industry and labor 
will look to full production for in- 
creased earnings, then we can pro- 
duce and enjoy a constantly ex- 
panding national income. Incident- 
ally. that is what agriculture always 
has done, and if the rest of the 
economy will learn to practice it, 
the treatment necessary for agri- 
culture will be greatly simplified. 

The job ahead of us is to Dring 
about such a rate of production that 
ell of our effective man-power ma) 
find useful employment. We are not 
going unless and until the 
employers of labor look to increased 
production rather than higher 
prices for profit; and unless and un- 
til organized iabor that in- 
creased product only safe 
path to higher 

Time and again 
happen manufact 
other 


to 


thase 


the 
the Federal 


to do it 
to 


earns 
ion is 
real wages 
have seen it 
that urers and 
non-agricultural producers 


shove prices up at the first quicken- 


we 


ing of demand 

We have seen organized iabor imi 
tate them by striving for the highest 
attainable hourly wage for a minl- 
mum of production 

We have seen these practices kill 


off the goose which, alive, would have 
laid golden eggs. We saw them choke 
off the expected and all-important 
rise in building in 1936 and 19937. 


Two Leading Questions 


Facing Our Industries 
What 


& 
dustry runnin 
people need and want? And what will 
away from the 
hourly wage to a higher annual in. 
come earned through steady employ- 
ment and the production ol more 
ealth to share? 

I don't pretend to be able to give 
you the answers. I do say that every 
policy of government, and of bDusi- 
ness, and of labor, ought to be tested 
by its contribution to thal principle 

We have the men, we have the re- 
sources, we have the money and we 
have the human needs unfilled to 
justify a rate of production and a 
total national income far beyond 
anything we ever have dreamed of. 
If we don't learn how to achieve this 
under our own power, then we are 
going to be trying to do it in other, 
and strange, and less pleasant Ways 

There is no magic way to achieve 
these desired ends, neither through 
monetary action, nor legislative de- 
vice, nor by negative inaction. Ad- 
justments will be called for that may 
be unwelcome and uncomfortable. 

All elements—the manulacturer, 
the laborer, the farmer, the distmbu- 
tor, the carrier, the press, the edu- 
cator—had better address themselves 
to this central problem. I hope our 
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turn labor's eyes 
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be made \o 


| Los Angeles in only 


approach to it will be reasonably an economy that tolerates unem- 
good-humored, tolerant of the other ployment and poverty in the midst 
fellows problems, and courageous— i potential abundance. 

qualities like to think of as 


hich I 
; The foregoing is the full tezt 


characteristic o 


the American way 
of an address, Dec. 14, at the an- 
One thing we can all be perfectly nual meeting in New Orleans, 
sure of: sooner or later the American La.. 


of the American Farm Bu- 


people are going reau Federation, 
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label. Front label. Back label. You'll 

4 feel good about this famous whiskey even before you 
take a taste of it! For here is a brand that can proudly 
promise you are getting a blend of STRAIGHT whis- 
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BUSINESS FACES 
A PRICE PUZZLE 


How commodity prices respond 
to recovery. Lag causes both cheer 
and gloom. 


ACTS show that, to date, commodity prices 

are not responding to the sensational increase 
that has occurred in the rate of industrial pro- 
duction and in factory employment 

The Department of Labor's index of commod- 
ity prices at wholesale remains near the low point 
of the 1938 depression. No major group is show- 
ing a tendency to advance in any sustained 
manner 

A great deal of importance is attached by the 
Federal economists to this unusual situation. 

Encouragement is read by these observers into 
the fact that the prices of finished products 
turned out by industry are not rising in the face 
of a rise in the level of industrial production 
from 76 per cent of the 1923-25 level to 101 per 
cent of that level in November and an estimated 
104 per cent in December. Finished goods prices 
are holding around 80.7 per cent of the 1926 
average. which is lower than in November and 
which compares with 859 per cent of the 1926 
average recorded in December, 1937 


Prices of Raw Materials 
Also Fail to Rise 


Some discouragement, however, is expressed 
over the fact that raw material prices are con- 
tinuing to be depressed in the face of an im- 
proved demand. The level of these prices for the 
week ended December 10 was 71.2 per cent of the 
1926 average, revealing a continued disparity be- 
tween raw material and finished goods prices as 
compared with the normal year of 1926 

The price of farm products, which was 86.7 
per cent of the 1926 average in December, 1936, 
now is only 67.8 per cent of that average. 

The Government's economists say that the 
failure of raw material prices to advance in the 
face of improved demand reveals a fundamen- 
tally unbalanced situation in the field of supply 
and demand. They also say that so long as this 
situation exists, raw material countries—particu 
larly those of South and Central America—will 
continue to be depressed. 

In agriculture and in other industries produc- 
ing raw materials the potential and the actual 
production is continuing to run ahead of ef- 
fective demand. That demand is reduced by the 
efforts of totalitarian nations to become self. 
sufficient as well as by the depressed conditions 
in France, Great Britain and the United States. 


Government Help 
Asked by Producers 


Low raw material prices, in turn, are leading 
to increased demands from producers for Gov- 
ernment help to raise and to sustain prices arti- 
ficially. Price-fixing demands will rise in Con- 
gress as representatives of farm States cali for 
more help for farmers. The same low-price situ- 
ation is leading to a new crop of plans for tinker. 
ing with the American dollar in an effort to in- 
crease prices by money magic. 

Abroad, cartels are at work seeking to bring 
about adjustment in production and higher prices 
for commodities like rubber, tin, tea, copper. 

The fact of the matter is that the Govern- 
ment’s economic planners are pleased by the way 
prices of industrial products, including building 
materials, are holding in line in a period of in- 
creasing demand. They would be equally pleased 
if the prices of some raw materials could rise 
to a somewhat more satisfactory level from a 
producer point of view and then could be stabil- 
ized. 

The continued low level of many raw mate- 
rial prices at the moment constitutes a drag on 
recovery. 


TITLE REG. U. BS. PAT. OFF. 


The Voice 
of Business 


COL. LEONARD P. AYRES 


Vice President, Cleveland Trust Co., 
Cleveland, Ohio. 


T NOW seems wholly probable that unless some 
international calamity interveffes, 1939 will be 
a definitely better business year than 1938 has 
been. Since last May there has been under way 
in this country one of the most rapid and vVig- 
orous upturns in the volume of industrial pro- 
duction that we have ever experienced. The driv- 
ing force which has stimulated it has been the 
great outpouring of Federal funds. That pump- 
priming will continue in 1939 

The advance in business activity can be re- 
lied upon to continue as long as the outflow of 
public spending remains undiminished. But we 
know such svending cannot go on indefinitely, 
and it may be much reduced in the latter months 
of next year. That fact raises serious questions 
about the probable course of business in the 
third and fourth quarters. 

The year as a whole will almost surely be a 
better business year than this has been, but it 
is quite possible that the trend of affairs may be 
downward again before it draws toward its close. 

The most urgent economic problem that we 
face is that of making next year the transition 
from this pump-priming recovery over into a 
long-term recovery carried forward by business 
instead of one pushed along by Government. The 
postponement of that transition is dangerous. 

(From an address Dec. 13, before the Clevelana 
(Ohio) Chamber of Commerce.) 
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Business, 


Retail Credit: A Crowing Problem... 
A Lag in Prices... Industry’s Outlook 


B/LL/ONS OF 
DOLLARS 


7, 


B/LL/IONS OF 
QOLLARS 


Installment Ged it Volume 
Lechines brastically in 
Points up for 1939 
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HE chart above shows the ups and downs in the use of installment 
After a drastic decline during 1938, 
a turn is occurring that is expected to carry through 1939. 

Volume of consumption of many types of industrial products will 


credit over the past ten years. 
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depend upon the use to which installment credit is put. 
tion of an estimated $1,500,000,000 between 1937 and 1938 is reported 
by Government economists to have been an important factor in causing 
the depression that now is giving way to recovery. 


The contrac- 


A RISE IN 


INSTALLMENT SALES: 


ARE THEY A BENEFIT OR DANGER TO BUSINESS? 


HE use of installment credit is increasing 
once again after a drastic contraction dur- 
ing the early months of this year. 

Buying on a time-payment basis importantly 
influences the trend of American business. This 
is true because the use of that buying method is 
concentrated in the more durable types of goods, 
such as automobiles, furniture and electrical 
equipment. 

One year ago President Roosevelt was greatly 
disturbed by developments in the field of in- 
stallment credit He was informed that the 
leniency of credit terms had contributed much 
to the boom in trade that occurred during the 
early months of 1937 and that a sudden tighten- 
ing of those terms had accentuated the drastic 
decline that got under way in October. 


A series of White House conferences followed 
and out of those conferences came an agreement 
on the part of the larger credit-granting agen- 
cies to stabilize credit terms. 


As the chart above reveals, the depression of 
1938 was accompanied by a drastic reduction in 
the volume of installment credit. Where the 
volume of this credit amounted to nearly five 
billion dollars in 1937, it was reduced to some- 
what less than three and one-half billions in 
1938. That contraction pulled one and one-half 
billion dollars out of the stream of purchasing 
power. 


Now, with automobile 
and furniture and elec- 
Of Easier Terms tric household equipment 
sales increasing again, 
the volume of install- 
ment credit has started to rise. That rise is ac- 
companied—officials here say—by a new easing 
of credit terms by agencies other than those 
that agreed a year ago to reform their practices. 

As more and more people, back in jobs, use 
their first new income to make down payments 
on automobiles or refrigerators or new furni- 
ture, credit is drawn upon to finance construc- 
tion of more automobiles or refrigerators or 
more furniture to take the place of the items 
that are sold. 

For example: 

John Jones, back in a steel mill job, feeling 
confident again, may decide to turn in his old 
car as down payment on a new car, assuming 
an obligation to pay $7.50 a week out of his 
income until the new car is paid fer in 18 
months. No cash changes hands at this sale. 
Yet to construct the car that will not be paid 
for until 18 months from now there have gone 
wages and purchases of raw materials and other 
payments. 

Installment credit thus has an immediately 
stimulating effect far out of proportion to 
the exchange of cash involved. Later, how- 
ever, the very fact of an installment sale may 
have a depressing effect as workers are forced 
to save to pay for the products that they have 
bought On time, 


Installment Credit 


Begins To Rise 


> 


—— 


Installment credit 
finance the purchase of goods of a durable type. 
This means that once consumers have borrowed 
to buy, they are unlikely to be customers for 
this type of product again for a period of years. 
Installment credit thus tends to have a power- 
fully stimulating effect at one stage and a 
strongly depressing effect at another. 

Government economists have been giving 
some attention to the problem of stabilizing 
the amount of installment credit outstanding. 
Their conclusion is that installment terms 
should be tightened during periods when de- 
mand is strongest and should be loosened in 
periods when demand is slackening. 

Great importance is attached to the problem 
of maintaining a fairly constant volume of this 
type of credit, once that volume is established. 

Surveys by the Department of Commerce re- 
veal that there is a tendency to transact more 


Installment selling points upward 
again. Effect on recovery of con- 
sumer credit expansion. Government 


in the installment business. 


and more of the retail business of this country 
on a credit basis. es 

The Department reports that during the years 
1936 and 1937 there was a gain of 18 per cent 
in retail sales made for cash as compared with 
1935. Sales made on charge accounts increased 
24.4 per cent in the same period. Those made 
on an installment basis increased 29.2 per cent. 

A reversal of this trend came in 1938 owing 
to the depression, but improved trade is expected 
to produce more evidence of the shift toward 
the use of credit to finance retail trade. 

The figures show that about half of the auto- 
mobile sales of the country are made on an in- 
stallment basis and nearly 70 per cent of the 
furniture sales and just about three-quarters of 
household appliance sales are based upon install- 
ment credit. Around a third of jewelry sales 
are installment sales. 

In recent years there has developed a tendency 
for the installment method to spread to so-called 
“soft” goods, such as 
men's clothing. The Gov- 


Now Extending ernment in its surveys 
now discovers that in the 


Into New Fields retail clothing field, in- 


stead of using the word “installment” to des- 
cribe time payments for purchases, merchants 
are extending 30, 60, 90 or 120 day “credit” 
on what are termed charge accounts. 

The effect is held to be the same as that 
obtained through ordinary installment selling 
and officials seek to discourage that type of 
selling. 

In spite of increases in the percentage of 
charge accgunt and installment sales it still 


Sales on Credit 


¢ 


usually is extended to * remains true that, of 40 billion dollars in retail 


trade transacted during 1937, approximately 
two-thirds, or about 27 billions, was on a cash 
rather than a credit basis. This percentage, 
however, has tended to decrease in recent years. 

The Government's economists are paying more 
and more attention to the use of credit in retail 
trade. The reason is that they find the stimu- 
lating and the depressing effects of the expan- 
sion and contraction in this type of credit to 
have a quick and striking effect on the general 
business situation. A shot of installment credit 
into the arm of business tends to produce a 
quick spurt of industrial production as goods 
are turned out to meet the rising demand. Then, 
when the buying wave has passed and wage 
earners settle down to pay off their debts, an 
equally sharp reaction occurs. 

Yet, in spite of the concern that its officials 
show toward the use of installment credit, the 
national Government is doing its part to en- 
courage its increased use. 


Federal Policies _ Federal Govern- 

ment’s Electric Home 
Foster Wider and Farm Authority is 
Use of Credit encouraging low-income 


groups, including farm- 
ers, to go into debt in order to acquire elec- 
tric appliances of many kinds. This Authority 
Originally was organized to finance the sale of 
e.ectrical equipment to householders in the 
Tennessee Valley who were to be offered cheap 
power from the TVA dams. 

When the Rural Electrification Adiministra- 
tion was created to finance the development of 
power facilities for service to farm communi- 
ties, the EHFA was broadened to a national 
scope in order that it might organize to extend 
installment credit to farmers in all parts of 
the nation so that they could acquire equip- 
ment to enable them to use the available power. 

Another encouragement by Government of 
the use of installment credit is found in the 
held of home building. 

The Federal Housing Administration insures 
mortgages on homes that are being purchased 
on the installment plan. President Roosevelt 
on December 13 authorized the FHA to in- 
crease to three billion dollars the amount of 
its insured credit outstanding. Under this type 
of installment plan an individual can buy a 
home costing $6,000 or less with a down pay- 
ment of 10 per cent and can pay the installments 
over a period of 25 years. 

The Government's own economists point out 
that the same danger of over-expansion attends 
these operations of Federal agencies that at- 
tends that of private agencies that are promot- 
ing the use of installment credit. 

At the moment the trend in installment 
credit is upward. This rising trend stimulates 
and pushes along the new recovery. But what 
is to happen when the rise finally is checked 
is something else again. 

‘Owen L. Scorr 


News 


SIGNS OF A PAUSE 
IN THE UPSWING 


A recovery testing period. What 
lies ahead for industry. Attempted 
spending control. 


CHECK to the sensational rise that has oce- 
curred in American industrial activity during 

recent months now is looked for by the Govern- 
ment’s forecasters 

The index of industrial production has risen 
from a low of 76 in April to 101 ir November 
and an estimated 104 in December. The rapidity 
of that rise is unprecedented 

Reports now have it that the textile industry, 
which really paced the new recovery, is piling 
up stocks with production ahead of purchases. 
The same is reported to be true of the shoe in- 
dustry. Production in steel is reported running 
somewhat ahead of orders and the same is re- 
ported for the automobile industry 

One of the Government's economists most 
closely in touch with the situation said that it 
looks like an “air-pocket” may be encountered 
by a number of industries. This “air-pocket” 
would involve some let-down in activity. 


Slow-up is Expected 
To Be Short-Lived 


However, there is agreemen’ on all sides here 
that any hesitation or any set-back wil] be short- 
lived. The common observation is that a period 
of two or three months will effect a readjust- 
ment. After that a further rise is anticipated. 
Where the rate of industrial production during 
1938 will average around 86 per cent of the 1923- 
25 level, estimates of the 1939 rate vary from 
104 to 108 per cent of that average. The 1937 
average was 110 and the 1929 average was 119. 

A good deal of official attention at this time 
centers on the course of Government spending. 

Those who guide spending policy as an arm of 
Government in combating recessions in industry 
now are advising the White House that an ef- 
fort should be made not to increase firther the 
Government's contribution to purchasing power 
through outlays of borrowed money. Emphasis 
now, these advisers say, should be on starting to 
shift the burden of recovery from the Federal 
Government to private industry. 


Spending by WPA 
Is Being Reduced 


A start in bringing Government outlays under 
control is observed in the Works Progress Admin- 
istration. That agency has borne the brunt of 
the “pump-priming” activity to date, having 
poured out more than one billion dollars in five 
months. One year ago its expenditures were 
about half that amount. 

Now, however, the Puplic Works Administration 
program and the United States Housing Authority 
program are entering the actual expenditure 
Stage in an important way. After lagging for 
months, PWA is paying out amounts much larger 
than one year ago. Its expenditures will rise in 
the months ahead. 

To bring the Government contributions more 
definitely under control, WPA rolls are contract- 
ing. Since November 5 when a peak of 3,262,669 
workers was reached, the WPA employment has 
been contracted to 3,139,045 and will be drawn 
down to a much greater extent as available 
money runs out. 

As a result of the experience of this past year 
the White House is convinced that WPA repre- 
sents the most effective type of machinery for 
intervening to turn the tide of business once a 
recession sets in. That agency can quickly be 
used to bolster up consumer income by giving 
jobs to those losing out in private industry. 

What happens to the recovery that now is 
under way in industry is expected to depend on 
the course of wages and prices in private indus- 
try. Any evidence of a speculative movement in 
any important part of the economy would be 
viewed with alarm. 


TITLE REG. U.S. PAT. 


The Voice 
of Government 


HENRY A, WALLACE 


Secretary of Agriculture 


GITATION continues for the diversion of basic 
agriculture commodities into foreign trade 
under some two-price system. On minor crops 
and to a certain extent on such a major crop as 
wheat this method has limited application in 
the present program. Export diversion and the 
two-price system on a large scale woulde involve 
the abandonment of our present integrated 
method of acreage a!lotment, soil conservation, 
marketing quotas. and price-adjustment pay- 
ments 

Ten-or fifteen years ago the plan might have 
worked temporarily. The thought tven was that 
an inexhaustible and complacent foreign market 
would allow goods to be dumped on it indefinitely. 
There is no basis for entertaining that thought 
row. With world markets narrowed and world 
competition increased, and with deficit countries 
moving toward agricultural self-sufficiency, un- 
limited dumping is impossible. 

Plans that called immediately for greatly in- 
creased agricultural exports could not succeed. 
Importing countries would raise their tariffs or 
would exclude unwanted supplies thiough quotas 
and embargoes. World prices would fall. Prices 
in the United States would have to be fixed at 
high levels so that the farmers could break even. 
There would be loud protests from consumers. 

(From the Annual! Report of the Secretary of 
Agriculture, made public December 16.) 
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THE FINANCE WEEK 


+ 


The Plan to Liberalize Social Security: 
Costs and Methods of Meeting Them 


HE Advisory Council on Social Se- 

curity, appointed by a special 
committee of the Senate itself, now 
is ready with its advice to Congress 
concerning what should be done by 
the Federal Government to meet the 
demands for old-age security. 

This Council, representing workers, 
employers and the public, concludes 
that the national Government—un- 
der the existing Social Security Act 
with some modifications—is prepared 


The long-awaited report 
of the Advisory Council on 
Social Security is made pub- 
lic, proposing more liberal 
benefits, citing heavy costs. 

How does it meet the de- 
mands of enthusiasts for 
big age pensions? Here is 
a summary of the Council's 
advice to Congress. 


to divert as much of the national in- 
come to the nation’s old people as is 
economically feasible. 

No support is given for any of the 
many plans, soon to be considered by 
Congress, for paying pensions to old 
people ranging anywhere from $50 to 
$200 a month. 


Liberalized System 


Involves Heavy Cost 


Rather, an estimate is made that 
under existing laws, slightly liberal- 
ized, old-age security by 1980 will be 
absorbing from 10 to 12 per cent of 
the total national income. Old-age 
pensions by that time will range 
from $10 to $85 a month, based upon 
contributions made by individuals, by 
employers and by the Government 

The size of this problem is revealed 
by the report of the Council, which 
poimts out that in 1900 only 3,080,000 
peréyns of 65 years or over lived in 
the United States, representing 4.1 
per cent of the population. By 1930 
this number had risen to 6,634,000, 
representing 54 per cent of the 
population. On January 1, 1939, the 
number will be 8,180,000, representing 
63 per cent of the population. By 
1980 there will be more than 22.000.- 
000 persons of 65 or over, represent- 
ing 14 to 16 per cent of the popula- 
tion. 


The New Proposals 
For Old-Age Benefits 


Looking over the broad field. in the 
light of available facts and figures. 
the Council of 25 made the following 
recommendations concerning bene- 
fits under the old-age annuity sys- 
tem: 

l1.—The average old-age benefits 
payable in the early years under the 
existing old-age insurance system 
Should be increased. Average bene- 
fits under existing law would be $19 
a month by 1945. with minimum 
payments $10 a month. 

2.—The eventual annual cost of 
the insurance benefits called for by 
the present law amened to meet 
Council recommendations should not 
be increased. This cost for groups 
now covered is fixed at about $3.000,- 
000,000 a year in 1980. 

3.—Increase in the early old-age 
benefits should be partly attained by 
paying a supplemental allowance to 
the aged wife of a married person 
drawing an annuity. This payment 
to the aged wife. who must be 65 or 
over, would be 50 per cent of the 
husband's benefit. If the wife had a 
benefit in her own right she would 
receive no supplemental allowance. 


4—The minimum age of a wife 
eligible for supplemental payment 
would be 65, and she must have 
been married to her husband prior 
to his attainment of the age of 60 

5.—The widow of an _ insured 
worker, following her attainment of 
the age of 65. should receive an an- 
nuity comparable to that which 
would have gone to her husband had 
he lived, provided that the marriage 
had existed prior *o the husband's 
reaching the age of 60. The present 
law makes no provision for widows 
other than to provide them with 
death benefits from the estate built 
up by pay-rol] tax collections. An- 
nulties would take the place of death 
benefits. 


Benefits for Children 


on Death of Parent 


6.—A dependent child of an in- 
sured individual, upon the death of 
that individual prior to the age of 
65, should receive an orphan's bene- 
fit and a widow, under similar cir- 
cumstances, provided she has one or 
more dependent children, should re- 
ceive a widow's benefit. 

7.—It is desirable to pay benefits to 
insured persons who become perma- 


+ nently and totally disabled. While in « system should embody provision for 


< 


unanimous agreement on this point 
the Council divided on whether these 
benefits should be inaugurated im- 
mediately or should await further 
study 

8—To provide funds for additiona! 
cost of additional benefits called for 
by aid to widows and dependent chi 
dren and to wives of aged workers, 
the annuities going to single persons 
under the old-age insurance plan 
should be reduced 

9—Death benefits payable on ac- 
count of coverage under the system 
should be strictly limited in amount 

10.—The payment of old-age bene- 
fits should begin on January 1, 1940, 
instead of January 1, 1942. as called 
for by the present law. 


Extending Coverage 


of Security System 


Those ten points deal with benefit 
payments under the existing law 


WALTER D 


FULLER 


Curtis Publishing 
Company 


President, 


a reasonable contingency fund to in- 
sure the ready payment of benefils at 
al, times and to avoid abrupt changes 
in tax and contridution rates 


Caution Is Advised In 
Promising Benefits 


“V. The planning of the old-age 
insurance program must take full ac. 
count of the fact that. while dis- 
bursements for benefits are relatively 
small in the early years of the pro- 
gram, far larger total disbursements 
are inevitable in the future. No bene- 
fits should be promised or implied 
which cannot be safely financed not 
only in the early years of the pro- 
gram but when workers now young 
will be old 

“VI. Sound presentation of the 
Government's financial position re- 
quires full recognition of the obliga- 
tions implied in the entire old-age 
security program and treasury fre- 


PHILIP MURRAY 


Vice President. United Mine 
Workers of America 


WHERE LABOR AND CAPITAL AGREE 
The Advisory Counci! en Social Security, composed of representa- 
tives from business, labor and the public, join in a report which 
would expand the benefits of the Social Security Act to additional 
millions and start payments of old-age pensions in 1940 instead of 
Two members of the Council are 


1942 as the law now stipulates. 
shown above. 


Three additional points are covered 
by the Council in recommendation: 
on the extent of coverage under the 
law. At present an estimated 20 .000,- 
000 workers are excluded 
On coverage the Council 
raended the following 


1—Employes of non-profit reli- 


gious, charitable and educational in- 
Sliltulions now excluded should im- 
taediately be brought within cove: 
age under the same provisions gov- 
erning other groups 

2—It is socially desirable that 
farm employes and domestic em- 
ploves be brought under the act, 


if that is administratively possibic, 
bs January 1, 1940. A system of stamp 
cards is suggested as one means of 
inaking tax collections from emplovy- 
ers and employes in iarge 
groups 

3—The old-age insurance provi- 
Slons should be extended as soon as 
feasible to include self-employed per- 
sons and governmental emploves 

The fact that the present program 
does not include all groups within 
the population raises a grave ques 
tion whether a genera! tax could be 
collected from all the people. So long 
a£ some groups do not receive bene- 
fiis, the conclusion is that it would 
Oe unfair to tax these groups to help 
Support old-age security for the re- 
mainder of the population. The coun- 
cil recommendation calls for meet 
ing that problem by gradually bring- 
ing everyDody into the system 


the se 


Plans for Financing 
Cost of Program 


The third broad field of recom- 
mendations covers the problem of 
finance. In this field eleven recom 
raendations are made as follows 

“I. Since the nation as a whole. 
independent of the beneficiaries of 
the system, will derive a benefit from 
she old-age security program, it is 
eppropriate that there be Federal! 
financial participation in the old-age 
insurance system by means of rev- 
enues derived from sources other 
than pay roll taxes. 

“II. The principle of distributing 
the eventual cost of the old-age 
-oSurance system by means of ap.- 
proximately equal contributions by 


_ employers, employes, and the Gov- 


ernment is sound and should be defi- 
nitely set forth in the law when tax 
provisions are amended. 

“III. The introduction of a defi 
nite program of Federa! .financia) 
participation in the system will affect 
the consideration of the future rates 
of taxes on employers and employes 
ond their relation to future benefit 
payments. 

“IV. The financial program of the 


the 
ts and the prob 
associated tax 


ports shoulc an 
load of future benef 
abie product of 
program 
“Vil 
levied in 


the costs 


estimate 


ine 


of 


ine 


the Lakes 


law. jess 


The receipts 
Title VIII of 
of collection. should through 


permanent appropriation be credited 


automatically to an old-age insur- 
ance iund and not to the general 
sund for later appropriation to the 
eccount, in whole or in part, as Con 


is beleved that 
an arrangement will be consti- 
tutiona! 


may vee fit. It 
such 


Trusteeship Asked For 
Insurance Fund 


“VIII. The old-age insurance fund 
snould specifically be made a trust 
fund, with designated trustees acting 
on the behal! of the prospective bene 
ficiaries of the program. The trust 
fund should be dedicated exclusively 
lo the payment ol! the benefits pro- 
vided under the program and, in 
limited part, to the costs necessary to 
the administration of the program 

“IX. The consideration of change 
In the tax schedule under Title VIII 
of the iaw should be postponed until 
after the rates of l's per cent each 
on employer and employe are in ef- 
fect since information will not be 
available for some time concerning 
(a) tax collections under varying con. 
ditions, (b) effective coverage under 
taxes and benefits, (c) average cover.- 
ed earnings, period of coverage, time 
or retirement, and average amount 
of bene (d) the possibilities of 
covering farm labor, domestic em- 
ployees or self-employed persons, and 
(e) the possibilties of introducing 
new types of benefits 


Ls, 


“X. The problem of the timing of 
the contributions by the Government, 
taking into account the changing 
balance between pay roll tax income 
and benefit disbursements, is of such 
importance as to require thorough 
Study as information is available. 


“XI. Following the accumulation 
of such information, this problem 
should be restudied for report not 
later than January 1, 1942, as to the 
proper planning of the program of 
pay roll taxes and Governmental! con- 
tributions to the old-age insurance 
system thereafter, since by that time 
experience on the basis of five years 
of tax collections and two years of 
benefit payments (provided the pres. 
ent Act is amended to that effect) 
vill pe available. Similar studies 
should be made at regular intervals 
fullowing 1942.” 

The report was signed by J. Doug. 
‘aS Brown, Chairman; Henry Bruere. 
G. M. Bugniazet, Paul H. Douglas, M 
5. Folsom, Harvey Fremming, John 
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U. S. LOANS AS WEAPON 


d democracy means that the United * thau is 


States cannot increase trade 
and prestige abroad by propaganda 
and pressure politics. can dollar bills 
be mustered for this job? 


its 


This is the thought now running 
through the most important finan 
cial heads in Washington 


Government vaults hold more than 
fourteen billion dollars in unused 
cold. At the same time Latin Amer- 


| New bid for trade, and | 

| a new tool. Government | 

| bank aids fight for mar- 
kets. A finger in Chino | 
and Latin America. 


ican customers are said to be turning 
to Germany for what they need be- 
cause Germany can be paid in goods, 
not cash, and American dollars are 
too hard to get 

Putting the United States gold and 
the Government's immense credit 
reserves together ith the credit 
needs of Latin America and of war 
torn China, top officials of this coun- 


try are ready to embark on a pro- 


gram of lending to foreign nations 
Secretary of the Treasury Morgen 


Patent Laws: 


Hint of Revision 


[Continued From Paor 9.) 
and amounts of goods he will 
duce on the machine 
the licensing corporation the patent 
rights to any improvement he might 
make on the device, etc 


pro- 
to turn over to 


Two Concerns Control 
Container Manufacture 


Licenses 
Lions are 
pire Co 
pany 
which it 
use 


containing such restric 
the Hartford-Em.- 

of Connecticut. Thi 

717 giass-making patents 

licenses 31 manufacturers to 


issued 
com 
Owns 


Those manufacturers last year pro- 
Guced abou’ 67 per cent of the glass 
containers turned out in this country 
About 29 per cent were produced on 
machi not covered by Hartford 
Empire patents, and owned by the 
Owens-I Co. Less than 
3 per cent were produced by “inde- 
pendents.’ 

Suppose a business man wanted to 
enier the giass-mMaking business. 


ii 


Des 


Giass 


F. Goodwin Smith. president of 
Hartford-Empire, testified that he 
would either get a license 

the 
or from Owens 
Iilinois, if he wanted to use the “most 


have to 
from his organization 


restrictions imposed 


economical’ devices 
Since Owens-llinois has granted 
lew licenses in vears. members of the 


TNEC received the impression that 


any newcomer have Ww Ww 
Hartford-Empire. And testimony by 
other witnesses showed that it was 


lO oDlain even a restrictive 


Mr. Smith explained that his com- 
pany took basic conditions in the in- 
Gustry into consideration  belore 
granting licenses. When it comes to 
making milk bottles, for example, no 
sicense would be granted because 


Lnere already is overproduction 
Asked whether he thought such a 
power, affecting competitive condi- 
t.0ns aS it does, should rest in pri 


vate hands, Mr. Smith said he did 


Changes in the Law 


Hinted in Question 

Suggestions about changes tha’ 
might be made in the law were im- 
plied in questions asked by Chairman 
O'Mahoney and Assistant Attorney 
General Thurman Arnold, partic- 
ularly. 

The Chairman expressed interest 
in the possibility of drawing some 


distinction between the rights given’ 


to large group, or corporation, pat- 
ent-holders and those given the in- 
Gividual or “small business” patent 
holders 

Mr. Arnold brought up the possi- 
bility of a more flexible patent law, 
one which would leave more to the 
courts’ decisions about licensing pol- 
icy where the public interest is much 
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affected. He favors the use of a “rule 


of reason” as between the granting 
of an unrestricted monopoly on a 
patent for 17 years, as the law now 
provides, and letting the patent-hold. 
ers use that monopoly in any way 
they choose. 

Several witnesses testified 
they finally took out Hartford-Em- 
pire licenses only to avoid the costs 
of defending themselves against suits 
for infringement of Hartford-held 
patents 


P. Frey, W. D. Fuller, William 
Alvin H. Hansen, Jay Iglauer, M. Al- 
vert Linton, Theresa S. McMahon, 
Gerald Morgan, 
Philip Murray, Thomas L. Norton. 
Lee Pressman, Josephine Roche, E. R. 
Stettinius, Jr.. George W. Stocking, 
Gerard Swope, Elizabeth Wisner, Ed. 
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A. H. Mowbray, | 


earnestly” studying the 
question of cooperating with treas- 
uries of the southern republics to sta- 
bilize currencies and extend dollar 
credits. In addition, his Treasury 
Department and the Reconstruction 
Finance Corporation have just ap 
proved a credit of 25 million dollars 
to China 

President Warren L. Pierson of the 
Cxport-Import Bank of Washington 
is Dack from a survey of Latin Amer- 
ican trade openings and wil! soon be 
in Cuba to discuss relateu topics. The 
bank which he heads has the au 
wnority to pay Government dollars to 
American exporters they 
abroad and hold claims on 
the ioreign customers until they fail 
due 

A fur 


ior what 


then 


ther hint of the 
policy has irom 
signed Secretary of 
Daniel Roper, ged 
Ousiness to study plans to 
American 


new lending 
the just-re- 
Commerce, 
American 

give Latin- 
better credit 
‘rms to improve trade in that sec 
vor Germany allows from six 
montnos to two years before demand- 
1ug payment, while American credits 
run from 30 to 90 days 


come 
who ul 


cuslomers 


Many Previous Loans 


Now Are in Default 


The backeround for thi 
pians to lend money 


rebirth of 
to other coun- 
may Duy 
products is found in the history of 
American lending during the 1920's 
In that period Americans loaned 
more than three qdoliais to 
Latin-American borrowers. most of 
which is in deiault 

Inspiration the plan to send 
more dollars out of the country 
comes from trade inroads by Japan 


‘Mes so that they American 


and Germany on American com- 
merce. 
Treasury officials remember that 


the State Department has protested 
Japanese closin 
and Japanese tricti 
rency and trade, and that Tokyo's re 
ply is that “conditik 
in the Far East 
exis! 
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ERIE Can Move It 


| Here's a complete refinery on wheels—rolling to 
: its permanent home via Erie. Tons of equipment 
| 8 stories tall—and so bulky that many railroads 
| could not handle it. 


These extra big loads can be moved safely speedily, 
because of Erie's higher, wider clearances. Special 
equipment all along the line also assures faster 
handling of unusual freight. Thats why shippers 
call Erie “The Heavy Duty Railroad”. Why they 
trust Erie with their biggest loads. 


But Erie's more than a heavy duty road. It's « 
railroad that offers faster, safer, more economical 
delivery —whatever or wherever you ship. Get the 
proof! Call the local Erie agent on your next shipment. 


Travel the Scenic Exie 


inghemton, Elms. Buffalo. 


Leake, Youngstowe. 
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HEIN 


HETHER your Christmas dinner is built . 
around a tender little suckling pig, roast : 
goose, or the traditional turkey — you'll want a 
truly magnificent dessert as a fitting climax to ; 
the feast! Why not finish with a blaze of glory : 
—Heinz Plum Pudding bathed in flaming ; 
brandy! There are Heinz Fig or Date Puddings, 


too—and they’re fully prepared, of course. ; 
Perhaps you prefer to crown the dinner with ‘ 
pic, filled deep with Heinz Mincemeat. It’s made . 
of select beef and suet, Valencia seeded raisins, ; e 


plump Grecian currants, candied lemon peel 
and rare spices. 


Let the famous House of Heinz prepare the 
trimmings for an old-fashioned feast. You'll 
have 57 Varieties of Merry Christmas’ 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 


Vol. 6, No. 51 December 19, 1938 


“| wholly disapprove of what you say but will 
defend to the death your right to say it.” 
VOLTAIRE 
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CHANGES THE WAGNER ACT? 


Amendments Should Be Made That Correct But Do Not Mutilate the Law—Collective 
Bargaining Must Be Safeguarded and Not Sabotaged—Suggested Revision of the 
Powers of Trial Examiners and of the Board's Relationship to Labor Elections 


Vol. 


a 
HE National Labor Relations Act is one of the most ? designated agent or agency..." There is no reference ? continued. No trial examiner has the authority to order | b 
T important laws on the statute books today. Amend- in the law itself to any trial exammers in so many words. any statement stricken from the record. Cases are de- | a 
ments and revisions are being proposed for adoption Presumably the “trial examiner” is covered under the termined by the Commission itself on the basis of the | | 
at the coming session of Congress. It is pertinent term “agent”. complete transcript with the trial examiner's summary | 7 
at this time to discuss suggested changes. It is to be noted, however, that in the same Section 10 as a mere convenience. | Mt 
But, first, it is desirable to point out that any changes the following language occurs: Take the Securities and Exchange Commission's ex- | dem 
which are designed to frustrate collective bargaining, to “The testimony taken by such member, agent or ges The trial examiners make recommendations dict 
take away from labor the right granted to workers to be agency of the Board shall be reduced to writing and es, also pass on the admissibility of evidence but the ne 
represented by spokesmen of their own choosing, would fled with the Board.... If upon all the testimony ee om itself regards the rem Sxaemer S report as 
be a step backward and ought not to be tolerated. taken the Board shall be of the opinion that any a advisory and not as a “trial COUrT decision, in 
What changes then are needed? Plainly they relate to person named in the complaint has engaged in or is act, it considers the whole case anew if there be any 


two points: 

1. Changes which will prevent an abuse of collective 
bargaining rights either by employes or employers. 

2. Changes which will insure a fair and impartial pro- 
cedure in the hearing of complaints respecting alleged 
violations of the present law or the law as it is to be 
amended. 


As for the changes which will safeguard collective bar- 
gaining, it should be understood that any attempt to write 
into the Wagner Act clauses which can be used to pre- 
vent workers from persuading fellow-workers to join 
unions will be fought by all labor organizations, includ- 
ing the A. F. of L., and hence it would be a waste of time 
and poor strategy for employer organizations to try what 
will be recognized as sabotage tactics. 


INTER-UNION 


As for the broad purposes of 
the Act—to reduce the number 
of strikes and avoid industrial 


DISPUTES NOW 
conflicts —the most important 
DELAY VOTING IE which a be 


adopted is one that will change the language of the pres- 
ent law from a discretionary to a mandatory power in 
the matter of calling elections or certifying to the wishes 
of the employes as to a bargaining agent. 


At present the workers may be at odds with one an- 
other and the employer may find himself the innocent vic- 
tim of dissension. Economic loss of incalculable propor- 
tions has been occasioned by jurisdictional and inter- 
union disputes. A simple way to end them is to require 
the National Labor Relations Board to call an election 
the moment the question arises as to who is the true bar- 
gaining agent. 

If the workers cannot select a spokesman, the employer 
should be authorized to deal with or make a contract with 
any of the different groups, but with a proviso that work- 
ing rules and conditions shall be uniformly applied. 

The trouble heretofore has been that leaders of the 
workers have not wanted the Labor Board to interfere 
to call an election, each of the rival groups believing the 
desired majority strength would be obtained through 
postponement so as to give time for organizers to 
proselyte the hesitant non-members. 


MODIFY THE 


By stipulating that contracts 
shall not be permitted for a period 
longer than one year in instances 


TRIAL POWERS 
where the majority spokesman 
OF BOARD cannot be ascertained, the delay 


in ultimately finding the majority agent may be only a few 
months but the country’s economic processes will not be 
interrupted while union canvasses are carried on. 


The next change in the law which should be made grows 
out of the experience we have had with trial examiners 
and their hearings. The present latitude given trial ex- 
aminers is too broad for the good of the Wagner Act it- 
self. Excessive discretion undermines confidence in the 
law and arouses a feeling that unfair tactics are being 
used. 


_ Careful examination of the wording of the present law 
leads to the possible conclusion that the Board may have 
exceeded its powers, strictly speaking, in delegating to 
trial examiners functions which it was never intended by 
Congress that they should possess. 


Too many people have assumed that the Labor Board 
itself stands in relation to the trial examiners in the same 
status as an appellate court does to a‘lower court. This 
interpretation has no shred of support in the words of the 
Wagner law itself. Before there is an appellate court, 
as a rule, there must be a trial court actually empowered 
to reach a decision. But the Wagner law empowers only 
the Labor Board, in the first instance, to reach the de- 
cision. It does not authorize any trial examiner to do so. 


Thus the Wagner law, in Section 10, provides for a hear- 
ing “before the Board or a member thereof, or before a 


j 


engaging in any such unfair labor practice, then the 

Board shall state its findings of fact, and shall issue 

and cause to be served, etc.” (Italics supplied). 

So when it comes to the matter of making a decision, 
the statute, while it permits the taking of testimony be- 
fore an agent of the Board, makes reference solely to the 
Board. Its agent is left out of the picture when the stage 
of “decision” is reached. 
NLRB SHOULD In other words, the Board or 
its agent may take the testimony 
but only the Board can make 


INQUIRE INTO 
“findings of fact.” How far then 
ALL THE FACTS may of the 


the trial examiners—make “recommendations” or pass 
upon the facts? In the so-called Botany Worsted case, 
the Board in its decision says: 


“So much of the evidence relating to Peidl's alleged 


neglect of duty as is conflicting is to be weighed in 
the light of the respondent's (employer's) animus 
_ toward the textile workers organizing committee.” 


At another point in the same case, discussing the trial 
examiner, the Board said: 


“From the observations of the demeanor of the wit- 
nesses he (the trial examiner) had the opportunity to 
form a trustworthy opinion of the credibility of 
witnesses.” 


Here, then, we have the Board empowered by law to 
make “findings of fact’ which are conclusive and yet the 
Board accepts the impressions of credibility furnished by 
the trial examiner’s report, and from these impressions 
presumably the Board determines what animus does or 
does not exist and hence penetrates the inner recesses of 
the mind of the person charged with unfair labor practices. 


It may be said without effort at levity that psycho- 
analysis is not yet an exact science and that a law which 
is to be sharply enforced in human relations must rest 
upon better bases of evidence than the vacillating moods 
of a bargaining mind, whether it be that of employer or 
employee. 


Now it will be contended that a trial examiner has all 
the powers of a judge who does pass upon credibility of 
witnesses in judicial trials. But an official appointed for 
life or a long term as a judicial functionary may well 
possess in a trial without a jury the power to pass on the 
credibility of witnesses—indeed, the citations from a long 
line of precedents bear out the power of a court to de- 
termine the accuracy of testimony offered by witnesses. 
EXAMINERS What is most important, how- 
ever, is that no such judicial 
power should be or is vested in a 


ARE EXCEEDING 
THEIR POWERS trial examiner who in reality does 
not possess even the broad 


powers of the quasi-judicial Labor Board itself. 


An examination of the practice of other federal com- 
missions created by Congress and known now as “quasi- 
judicial” commissions leads to the conclusion that the 
trial examiners of the Labor Board nowadays are per- 
forming functions hitherto rare in administrative law. 

The Federal Trade Commission's trial examiners, for 
instance, do not weigh evidence nor make findings or rec- 
ommendations. The complete transcript of the testimony 
and documents is submitted to the Commission with a 
summary by the trial examiner of the contentions of both 
sides and the main points of evidence. Rulings by the 
trial examiners on the admissibility of evidence are sub- 
ject to review by the Federal Trade Commission. This 
last, of course, is true of the Labor Board but the pro- 
cedure is not quite the same. 

When, for example, the Federal Trade Commission's 
trial examiner refuses to admit certain evidence, the de- 
fendant may have the hearing stopped and ask for a ruling 
of the whole Commission. The point is then decided by 
the entire Commission. Subsequently, the hearing is 


exceptions or objections. 

The Interstate Commerce Commission permits trial ex- 
aminers to weigh evidence but by the nature of the cases 
the credibility of the witnesses seldom comes into ques- 
tion. Some time ago when a trial examiner's report stated 
a doubt as to the credibility of a witness, a commissioner 
is said to have expressed himself informally to the effect 
that no weight would be given to the examiner's state- 
ment and that the decision would be based entirely on 
what appeared in the stenographic record. 

The Federal Communications Commission a few weeks 
ago changed its procedure to eliminate trial examiners 
and to provide for decision initially by the Commission 
itself. 

Recently a decision in the Circuit Court of Appeals 
touched somewhat the report of a trial examiner of the 
Labor Board. The court refused to enforce an order of 
the Labor Board made contrary to the report of a trial 
examiner “who sat for six days and heard all the testi- 
mony in this case and recommended that the entire com- 
plaint against the Bell Oil Company be dismissed”. 

But in this instance the power of the trial examiner to 
weigh evidence, when not so specifically authorized by 
the Wagner Act, did not arise as a point of law, the above 
opinion being expressed by the court merely as corrobora- 
tive of its own conclusion. 

It would certainly seem as if the best service that could 
be rendered the country in amending the Wagner Act 
would be to clarify these procedural questions especially 
as to the powers and functions of trial examiners. 


SET PROCEDURE uses In the law are being 


formulated by the American Fed- 
FOR THE BOARD eration of Labor which believes, 

for instance, that the Board 
should not assume the right to determine “the appro- 
priate unit” for collective bargaining purposes. This is a 
difficult question which by analogy is not unlike political 
gerrymandering. If you can determine the election unit, 
you can sometimes determine the outcome of an election. 
Clearly the Congress should not give discretionary pow- 
ers on such an all-important question to any board but 
should write into the law the exact procedure or standards 
that should be followed. 

We shall in a few weeks hear much discussion of 
changes to be made in the Wagner Act. Where the law 
is defective, let its provisions be revised but always bear- 
ing in mind the maintenance of the objectives and funda- 
mental purposes of the Act itself. Where, on the other 
hand, critics seek to tear it down by opposing for reap- 
pointment individuals who have conscientiously applied 
the act as written, the friends of orderly government 
should frown on such attempts. 

To punish a member of the Labor Board for his de- 
cisions when he is up for reappointment is to affirm Presi- 
dent Roosevelt’s course in the controversy over the 
“packing” of the Supreme Court when he sought to 
change the justices because he did not like their respec- 
tive opinions. 
LAW CAN BE Congress might decide to abol- 
ish the Labor Board or recreate 
it with different personnel or 


IMPROVED BY 
EXPERIENCE different powers. Yet to select 
any individual on the Board for 


punishment without evidence of a lack of personal integ- 
rity would be tantamount to construing the “good be- 
havior” clause of the federal constitution as giving groups 
and factions the right to remove judges whose opinions 
are to their distaste. 


All new laws sooner or later reveal by experience de- 
fects which need correction but let the Wagner Act be 
corrected and not mutilated. Let it cease to be a source of 
perennial friction and be forged instead into an effective 
instrument for the reduction of labor strife. 
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